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The Depression of the Nineties * 


HE depression of the nineties, including the Panic of 1893, has 
been a subject of great interest for economic historians, as well as 
for analysts of the business cycle. Coming at the climax of the bitter 
struggle over the gold standard, this crisis has usually been explained 
in polemical or oversimplified terms. Despite its significance, there 
is no published work dealing exclusively with the depression other than 
W. J. Lauck’s The Causes of the Panic of 1893, which treats only the 
early phases of the crisis." Most explanations of the depression continue 
to reflect strongly those advanced as plausible during the period itself, 
with a few qualifications added as the result of the availability of some 
quantitative data and further reflection. Recent construction of addi- 
tional quantitative series makes possible a more systematic analysis of 
the economic factors which interacted to precipitate a depression of 
major proportions. 
By whatever means this depression’s intensity is measured, it emerges 
as a major contraction, taking a prominent place among the most 
severe depressions in the United States.” The quantitative measures of 


* This article is based on an unpublished doctoral dissertation, written under Professor Carter 
Goodrich’s supervision; it is available on microfilm (Columbia University, January 1954). I am 
grateful to my friends, Saul Benison, John Dunbar, and William Hamovitch, for their assistance 
in the preparation of this article. 

1 Besides Lauck’s work (New York: Houghton Mifflin Co., 1907), there are others touching 
on the Panic and depression: Frank S. Philbrick, “The Mercantile Conditions of the Crisis of 
1893,” Nebraska University, University Studies, 2, No. 4 (1902) 299-320, deals mainly with the 
nature of business failures in 1893; Frank P. Weberg, The Background of the Panic of 1893 
(Washington: Catholic University, 1929) examines the forces at work prior to the Panic and 
parallels Lauck’s work; Gerald T. White, ‘The United States and the Problem of Recovery after 
1893,” an unpublished doctoral dissertation (University of California, 1938), presents a_his- 
torical view of the depression’s major developments; and Samuel Rezneck, “Unemployment, 
Unrest, and Relief in the United States during the Depression of 1893-1897,” Journal of 
Political Economy, LXI (August 1953), 324-45, deals with some socio-economic aspects of 
the depression. ad 

2 Early in the depression a remark in Bradstreet’s periodical predicted: “The business year 
1893 promises to go into history with heavier net losses in financial, commercial and indwtrial 
circles throughout the United States than in the more severe panic periods inthe past eighty 


137 
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the National Bureau of Economic Research (hereafter referred to as 
N.B.E.R.) document its severity; other data corroborate the N.B.E.R.’s 
analysis. At its worst, unemployment approximated 20 per cent of the 
working force; the number of bank failures from 1893 to 1897, more 
than 800, exceeded that of any other depression except that of 1929; 
bank clearings declined by one third in the first seven months of 1893; 
business failures rose by 20 to 50 per cent over those of the earlier period 
of prosperity; and by mid-1894, 156 railroad companies with about $2.5 
billion capitalization and representing about 30,000 miles were in the 
hands of receivers.* These are dramatic indices of the amplitude of the 
depression. The detailed analysis of this article provides multi-dimen- 
sional measures of this major economic crisis. 

Some problems arise in delimiting the depression of the nineties. 
According to N.B.E.R. analyses, during the decade from 1890 to 1900 
peaks of economic activity were reached in July 1890, January 1893, 
December 1895, and June 1899. Troughs came in May 1891, June 1894, 
and June 1897.* The decline from July 1890 to May 1891 was relatively 
mild, recovery being spurred by bountiful crops sold in a favorable 
market.” On the other hand, the decline from 1893 to 1894 was sharp, 
and recovery in 1895 was incomplete. While many output series, like 
those for manufacturing and steel, had surpassed the peaks of 1892- 
1893, by the end of 1895, other important indices, such as those for 
building construction, bank clearings, and durable output failed to 
equal their 1892-1893 peaks by wide margins. Factory employment, 
railroad freight, and exports just about reached the 1892-1893 highs 





years.” Bradstreet’s December 30, 1893, p. 825. For measures of severity see J. B. Hubbard, 
“Business Volumes during Periods of Decline and Recovery,” Review of Economic Statistics, 
XII (November 1930), 181-85; A. R. Eckler, ““A Measure of the Severity of Depressions, 
1873-1932,” tbid., XV (May 1933), 75-81; A. G. Hart, Money, Debt, and Economic Activity 
(New York: Prentice-Hall, Inc., 1948), pp. 259-63; A. F. Burns and W. C. Mitchell, Measuring 
Business Cycles (New York: National Bureau of Economic Research, 1946), chapter 12: chart 
74 in particular; C. D. Bremer, American Bank Failures (New York: Columbia University Press, 
1935), Pp. 25-28, 32; W. C. Mitchell, What Happens During Business Cycles (New York: Na- 
tional Bureau of Economic Research, 1951), pp. 238-39; and P. H. Douglas and A. Director, 
The Problem of Unemployment (New York: The Macmillan Co., 1931), chapter ii. 

3 Douglas and Director, op. cit.; Bremer, op. cit.; Hubbard, op. cit.; Bradstreet’s, February 
17, 1894, p. 102, and January 1, 1898, pp. 4-5; and U. S. Interstate Commerce Commission, 
Eighth Annual Report (Washington: U. S. Government Printing Office, 1895), pp. 68-71. One 
qualitative aspect of the depression was the widespread labor unrest erupting into bitter strikes 
such as the Pullman Strike in the summer of 1894. See Bradstreet’s April 7, 1894, p. 209; 
June 2, 1894, p. 337; and July 7, 1894, pp. 418-19, for details of this unrest. 

4 Burns and Mitchell, Measuring Business Cycles, p. 78. 

5 The European economies started their downturns in 1890-1891, reached troughs early in 
1895, and then expanded to new peaks in 1900. This depression in Europe was also a severe 
one. [bid., pp. 78-79. 
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in 1895. The recovery in that year was both incomplete and short-lived 
as the economy soon succumbed to downward pressures reaching lows 
in 1897, after which a retarded recovery set in. Throughout the five 
years from 1893 to 1898, unemployment in manufacturing and trans- 
portation amounted to over g per cent of the working force. Thus, 
the period can be viewed as one long depression with a double bottom 
or two distinct cycles with a retarded recovery in 1895. 

Either of these two approaches, when used in the context of the 
expanding capacity of the economy from 1893 to the end of the decade, 
reveals that the American economy was in a condition of deep de- 
pression. If the peak-level of 1892-1893 is projected to the next full 
employment peak of 1902, to represent the growing full capacity of 
the economy, even at the cyclical peaks in 1895 and 1899 the economy 
was functioning 5 to 10 per cent below capacity. At the 1894 and 1897 
troughs, the level of operation was 25 per cent, or more, below capacity. 
The depression which started in 1893 was not fully overcome until after 
1900." 

It is in this frame of reference that this paper examines the depression. 
Important changes in investment are reviewed and fluctuations in 
consumption are measured. The impact of foreign economic relations, 
mirrored in the balance of payments, is then considered, after which 
a section is devoted to analysis of monetary factors. 


Fluctuations in investment ° usually lead the downturns and upturns 
of the business cycle, playing a decisive role in the shape of particular 
cycles. Explanation of these fluctuations goes a long way towards an 
understanding of the nature of cycles in general and the peculiarities of 


6U. S. Bureau of the Census, Historical Statistics of the United States 1789-1945 (hereafter 
referred to as Hist. Stat.) (Washington: U. S. Government Printing Office, 1949), pp. 179, 187, 
329, 334, 337, 340, 342; E. Frickey, Production in the United States, 1869-1914 (Cambridge: 
Harvard University Press, 1947), pp. 54, 64, 117; and Douglas and Director, The Problem of 
Unemployment, chapter ii. Eckler, ‘““A Measure of the Severity of Depressions,” pp. 75-81, com- 
pares the two cycles (1893-1895 and 1895-1899) with other contractions. He ranks all depres- 
sions according to severity, treating the two cycles first, as distinct recession periods, and then as 
one long depression. 

71 am grateful to Professor Albert G. Hart for suggesting this view of the period. 

8 Unfortunately, detailed tabulation of fluctuations in gross private domestic investment and 
its components is not available for the nineties; data revealing investment changes must be 
pieced together. Inventory changes, most volatile component of total investment, cannot be recon- 
structed from presently available data. The role of inventories is thoroughly analyzed in M. 
Abramovitz, Inventories and Business Cycles (New York: National Bureau of Economic Re- 
search, 1950). 
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each one in particular. In such an explanation, profit expectations and 
return on investment are crucial. For the economy as a whole a decline 
in investments in one area may affect other areas by changing their 
expectations and income. Reviewing the timing and degree of fluctua- 
tion in investments during the nineties ought to lead to a more meaning- 
ful understanding of the depression. 

The marked decline in investment is indicated by the general falling 
off in new capital issues. New annual stock issues on the New York 
Stock Exchange dropped from about $100 million in 1892 to under 
$37 million in 1894, a decline of 64 per cent. The drop of $24 million 
from the recovery peak in 1895 to the 1897 trough of $53 million 
exceeded 30 per cent. Although recovery in 1898 brought new stock 
issues up by over 30 per cent to about $70 million, the total was still 
some 30 per cent short of 1892 levels. 

New bond issues showed a somewhat different pattern. On the 
same exchange, they first declined 20 per cent from 1893 to 1894. Then 
in 1894 new issues rose by one third from $139 to $185 million. 
Undoubtedly this reflected a “change in the preference of investors— 
their neglect of speculative shares which were the favorites of flush days 
and their taste for ultraconservative bonds.” ° This changed liquidity 
preference was not as marked in the post-1895 contraction. New bond 
issues for 1897, at $88 million, were only slightly more than half of 
those in 1895. Three years later, however, new bond issues soared to 
the highest levels yet attained. 

In security purchases, the investor was being influenced in his choice 
of places to put his savings. His flight from stocks to bonds, at a time 
when savings were contracting, reflected greater caution and increased 
liquidity preference in the face of great uncertainty. As a result the 
average price of bonds fell to a trough in 1894 that was less than 2 per 
cent below the level of 1893. Thereafter the prices rose, except in 1896 
when a slight decline brought them down .5 per cent. On the other 
hand, stock prices fluctuated sharply. From the high of August 1892 
to the low in August 1893 there was a drop of almost 28 per cent and 
the low-point of the depression was reached in August 1896, when 
prices stood at 68 per cent of the August 1892 level.”® 


9W.C. Mitchell, Business Cycles and Their Causes (Berkeley: University of California Press, 
1941), p. 136. The data on new capital issues are from Commercial and Financial Chronicle: 
Financial Review (hereafter referred to as Fin. Rev.), 1894, p. 14 and 1899, p. 16. 

10 Alfred Cowles and assoc., Common-stock Indexes (Bloomington, Ind.: Principia Press, 
1939, 2nd ed.), pp. 62, 66, 492. 
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The fact that the changing money market made bonds more attrac- 
tive than stocks must have complicated many new ventures. Money 
flowed into the bond market where many entrepreneurs were unable 
to bid successfully for funds.” 

The general decline in investment can be seen more clearly by an 
examination of the major areas of economic activity during the nineties. 
For the decade, the real increase in value of real estate, improvements, 
and equipment in various fields was as follows: steam railroads, $4.9 
billion; manufacturing, $3.9 billion; agriculture, $2.5 billion; street 
railways, $2.5 billion; and mining, $800 million. These increases in 
total investment ranged from 44 per cent for agriculture to 330 per 
cent for street railways.” 

Investment in steam railroads had been a major outlet for the savings 
of both the domestic and European economies for decades, and during 
the nineties it continued in this role. Hence the sharp decline in invest- 
ment in railroads is one of the main factors to be considered in explain- 
ing the severity of the contraction.”® 

Construction figures indicate the extent to which, starting in 1892, 
railroads limited new mileage. From 1892 to 1895 gross new railroad 
mileage dropped from 4584 miles to 1938 miles, a decline of about 58 
per cent. Not until the turn of the century did new railroad mileage 
again attain the 1892 levels.’* 

Purchases of railroad rolling stock (locomotives, freight, and pas- 
senger cars), and of steel rails, both also representing a significant 
portion of railroad investment, further reveal the degree to which 
investment was contracted. The figures suggest the impact of such a 
decline on industries producing machinery and metal products.’* From 
1894 to 1898, there was an actual decrease in the number of freight cars 
per 100 miles of road. From 1894 to 1899, total cars operated by railroads 


11 The four government bond issues during the depression, discussed below, must have had 
an important impact on the money market. 

12S. Kuznets, National Product since 1869 (New York: National Bureau of Economic Re- 
search, 1946), p. 231. 

13 W, Z. Ripley, Railroads: Rates and Regulation (New York: Longmans, Green and Co., 
1927), pp. 34-5; and Hist. Stat., pp. 202-3. 

14 See E. G. Campbell, The Reorganization of the American Railroad System (New York: 
Columbia University Press, 1938), pp. 24-29 and Poor’s Manual of Railroads of the United States, 
1894-1899 (New York: H. V. and H. W. Poor, n.p.d.). 

15 Locomotive and railroad car prices declined only a maximum of 7 per cent. This moderate 
drop, while orders fell off sharply and as efficiency improved, suggests price “stickiness,” a 
characteristic of oligopolistic industry structure. See W. H. Shaw, Value of Commodity Output 
since 1869 (New York: National Bureau of Economic Research, 1947), p. 294. 
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increased less than 13 per cent, and orders for steel rails declined by 
almost 75 per cent from 1892 to 1894.’° 

Orders for freight cars illustrate the sharp variations in purchases. 
The downturn in orders started in the middle of 1892 and reached a 
trough in the summer and autumn of 1894 when orders were only 
about one quarter of the 1891-1892 figures. By 1895 freight car orders 
were at a high again, but then they declined, and by the trough period 
in early 1897 were at a level only one third that of the 1895 peak. From 
that point, orders increased gradually in a somewhat retarded recovery 
supporting the slow general economic expansion. In the two years, 
1898-1899, about 290,000 freight cars were built, an amount greater by 
33,000 than the total for the period 1893-1897. | 

Other rolling stock showed similar fluctuations. Passenger car orders 
fell off most, dropping from a peak in 1892 of 230 cars per quarter to 
a mere 11 in the middle of 1894. They then increased, but the peak in 
1896 was still only one quarter of the 1892 peak; not until 1897 did 
orders show a marked increase. 

The decline in purchases of locomotives was likewise a sharp one: 
from the peak of 1892, orders dropped from 205 per quarter to less 
than 20. Recovery to a peak of 80 per quarter in the latter part of 1895 
proved ephemeral, and a further decline persisted until 1897. Then a 
sharp recovery developed in rhythm with general expansion.” 

These data indicate that the duration, amplitude, and timing of the 
contraction in railroad investment, a major prop to the economy, were 
significant factors shaping the depression. The original declines, start- 
ing in 1892, probably played a major role in both the downturn and 
the incomplete recovery of 1895. The amplitude of fluctuations in 
investment was a prime factor in the severity of the depression; and 
the long duration of low railroad investment levels helped retard 
recovery after 1897. 

Although fluctuations in railroad investment affected economic 
activity significantly, investment by manufacturing industries was also 
of major importance. No direct data on investment in this field are 
available, but some inferences may be drawn from fluctuations in the 


16 U. S. Industrial Commission, Final Report, XIX (Washington: U. S. Government Printing 
Office, 1902), pp. 262, 292-93, 299-300. See also J. E. Partington, Railroad Purchasing and the 
Business Cycle (Washington: Brookings Institution, 1929), p. 222 and T. Hultgren, American 
Transportation in Prosperity and Depression (New York: National Bureau of Economic Research, 
1948), pp. 148-57. 

17 Partington, op. cit. 
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output of producer durables destined for domestic consumption.”® 
Table 1 below, summarizing, in fixed (1913) prices, fluctuations in 
output of producer durables, shows variations in real terms. Investment 
in manufacturing, suggested in these output figures, declined in 1893, 
probably starting its downward course late in the previous year. While 
the decline of output in 1893 was only 1.8 per cent, it was more marked 
in the next year, so that the drop from 1892 to 1894 was about 24 per 
cent. The recovery in 1895-1896 brought the total slightly above the 
1892 level, but thereafter another decline, amounting to 17.5 per cent, 
set in. Not until 1899 did total output of producer durables surpass the 
1892 and 1896 levels, another sign of the depression’s long duration. 


TABLE I 


SELECTED PRODUCER DURABLE OUTPUT DESTINED FOR DOMESTIC 
CONSUMPTION, 1890-1900 
(millions of dollars; 1913 prices) 


Elec. Office Office Loco- Car- 
Ind’l = Equip. Farm & Store & Store motives Ships  penters Misc. 
Total Mach.& Ind’l& Equip- Mach.& Furn.& &RR & & Mech. Durable 
Year Output Equipt. Coml. ment Equip.  Fixts. Cars Boats Tools Equipt. 


1890 $641 $209 $28.1 $75.2 $98 $42.7 $986 $31.8 $25.4 $ 79.7 
1891 697 230 3355 66.1 11.2 44.3 107.8 35.6 27.3 96.2 
1892 734 246 32.4 67.1 12.3 49.9 113.4 33.3 27.3 105.3 
1893-721 231 23.6 64.4 11.9 46.6 132.6 32.6 25.1 108.5 
1894 557 188 21.2 54.9 10.1 38.6 61.7 24.8 18.9 101.3 
1895 687 276 32.5 57.1 15.3 47.0 71.9 32.5 222 92.1 
1896 787 338 Ey ry 46.2 18.7 50.0 101.4 30.0 25-7 103.0 
1897 649 214 327 59-7 11.4 48.6 90.0 29.6 19.5 107.9 
1898 693 213 42.7 90.7 11.6 43.1 103.9 aan 2368 96.5 
1899 = 859 273 65.1 102.1 14.6 48.2 137.6 46.7 26.8 103.2 
1900 995 358 80.1 99.6 20.4 48.2 154.8 59.8 275 105.2 


Source: W. H. Shaw, Value of Commodity Output since 1869 (New York: National Bureau 
of Economic Research, 1947), pp. 75-7. 


The patterns of the fluctuations in output for the various classes of 
producer durables in Table 1 are much the same, reflecting the intensity 
of the depression. Declines began either in 1892 or 1893, reaching a 
first bottom in 1894. Thereafter, recovery of a restricted nature occurred 
in 1895, and for some classes also in 1896. The next phase of contraction 
began in 1896 for some and 1897 for others. Recoveries after 1897 were 
modest, and not until 1898 or later were levels surpassing those of 1892 
reached. Thus the long, deep depression contour, with its double 


18 These output figures approximate one sector of investment, expenditures on equipment. 
Data on inventories and construction are not available. 
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bottom in 1894 and 1897, is reflected in these fluctuations of manu- 
facturing output. 

Another vital investment area was in agriculture which produced 
about 17 per cent of the national income. Changes in this activity played 
a significant role in the depression. Reflected in annual output of farm 
equipment and public land sales, the only useful data available, invest- 
ment declined early. Output of farm equipment started to fall in 1890, 
the drop being about 12 per cent. In 1892 an increase of less than 2 
per cent occurred, then for the next two years the decline continued, 
the 1894 level being about 27 per cent below the 1890 high. The increase 
in 1895 was slight and temporary, with the low reached in 1896 with 
an output almost 4o per cent below that of 1890. Not until 1898 was 
the 1890 level surpassed.”® 

Basing inferences about total agricultural investment on these fluctua- 
tions has obvious limitations, but income data support the conclusions. 
Gross farm income declined sharply to low points in the 1895-1896 
period. One estimate indicates that income from total farm production 
dropped by about 18 per cent from 1891 to 1896.° At the same time 
the terms of trade for farmers in their transactions with the rest of 
the economy became less satisfactory. From 1892 to 1896 the wholesale 
prices of farm products, falling about 20 per cent, showed the second 
greatest decline among major commodity prices.”* Cost-price relation- 
ships probably were worse for the farmer than these relative changes 
suggest. In many manufacturing industries, increased efficiency made 
it possible to accept lower prices without a proportionate reduction in 
net income. In agriculture, however, efficiency did not increase so 
greatly; therefore lower prices meant reduced income. In these circum- 
stances, investment had to be curtailed, and to that extent increased 
efficiency was postponed.” The declines in agricultural investment seem 


19 Shaw, Value of Commodity Output, p. 75. Investment in farm equipment was about 20 
per cent of total farm investment. 

20 F, Strauss and L. Bean, Gross Farm Income and Indices of Farm Products and Prices in the 
United States, 1869-1937 (Washington: U. S. Government Printing Office, 1940), p. 32. See 
also U. S. Industrial Commission, Report, XI (Washington: U. S. Government Printing Office, 
1901), pp. 110-12. 

21 Only prices of metal and metal products which declined 22 per cent from 1892 to 1894 
showed a greater drop. Much of this decline reflected increases in efficiency. 

22U. S. Bureau of Labor Statistics, Index Numbers of Wholesale Prices on Pre-War Base 
1890-1927 (Washington: U. S. Government Printing Office, 1928), pp. 2-4; L. Rogin, The 
Introduction of Farm Machinery . . . (Berkeley: University of California Press, 1931), pp. 190- 
91, 213-15; and Stanford University, Food Research Institute, Wheat Studies, 2 (June 1926) 239, 
260; 14 (November 1937), 70. Sales of public lands paralleled agricultural investment de- 
clines. In 1890, sales approximated $6.5 million; by 1897 they were less than $1 million. 
Hist. Stat., pp. 9, 296. 
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to have been very important ones; they started before the entire econ- 
omy entered the contraction phase and later improvement came slowly. 

During the nineties, total investment in street railways, measured in 
absolute value, assumed a quantitative significance only slightly less 
than that in agriculture. The relative growth in this industry was 
greater than that in any other major area, probably quadrupling in the 
decade. Strategically, the growth of street railways ** was more impor- 
tant than these relative rates suggest, since it stimulated the economy 
at a time when the main economic push was downward. Moreover, 
growth of street railways had multiplying effects on associated economic 
activity such as real estate development, electrical machinery production, 
and commercial activity. As cities grew larger in the industrialization- 
urbanization process, they extended their surface transportation. It is 
no wonder that despite the depression, perhaps even because of the 
absence of other attractive opportunities, investment in this area con- 
tinued at increasing levels during the nineties. The modest returns from 
street railways assumed attractive proportions as those on other invest- 
ments declined.” 

The street railway boom, which started in 1892, was probably greatest 
in the 1893-1898 period, thus paralleling the period of deepest depres- 
sion. In 1897, for example, over $10 million in new securities were listed 
for the Metropolitan Street Railway of New York City. Development 
in this city was only one example of an expanding industry during the 
depression.”° 

Among major investment areas of the economy only street railways 
showed growth.” The upsurge in this area, however, only mildly 


23 From 1890 to 1902 electric railways and other surface transportation expanded tremen- 
dously: the number of employees and passenger cars used about doubled; mileage and revenue- 
car-miles increased by over two and a half times; net operating revenues increased almost four- 
fold. See U. S. Federal Electric Railways Commission, Proceedings, 3 (Washington: U. S. 
Government Printing Office, 1920), 2,221-23, 2,228. 

24 See Street Railway Journal, January 1892, p. 29, where the growing distrust of South 
American and other foreign securities was alluded to with optimistic predictions for street rail- 
Way securities. European investors were expected to see the advantages in such securities. 

25 See stock and bond listings, Financial Review, 1894-99. In Chicago, from 1894 to 1898, 
there was continuing extension of new surface transportation. Both electric elevated and surface 
lines grew in the North and West sides; elsewhere new facilities were extended and_ horse- 
drawn lines converted. Yerkes formed syndicates to purchase land along the routes, and business- 
men in the Loop area started many new stores as the greater Chicago community was inte- 
grated. See H. Hoyt, One Hundred Years of Land Values in Chicago (Chicago: University of 
Chicago Press, 1933), pp. 181-84. 

*6 Another area in which investment increased was the manufacture of bicycles. From 1890 
to 1894 output was valued at a few million dollars. Starting in 1895 output soared and in 1898 
approximated $35 million. See Shaw, Value of Commodity Output, p. 49 and U. S. Bureau of 
the Census, Twelfth Census (1900), X, Manufactures, Pt. IV, p. 325. In Mining the impact of 
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counterbalanced the sharp downward pull of declining investment in 
railroads, manufacturing, and agriculture. 

This type of economic cross-current is also found in an analysis of 
variations in building construction. While the general index, in this 
case, shows a submerged level of activity for the entire depression, 
countercyclical forces were at work in some areas in concert with the 
same forces which gave rise to street railway expansion. 

In the “long waves” of total building activity, the downturn starting 
in 1892 was the beginning of a long building cycle contraction: “In 
many cities building reached a trough in the middle 1890’s, whereas in 
many other cities the trough was not reached until as late as 1905.” 
Depressions occurring during long periods of building contraction have 
been especially severe, since this field represents the greatest investment 
goods industry. The depression of the nineties was no exception, and 
its timing, amplitude, and duration can be explained adequately only 
if fluctuations in the building sector are traced.” 

The over-all course of construction in the nineties is indicated by 
fluctuations in the monthly index of building permit values. This 
indicator shows that aggregate activity in this field started its down- 
ward movement at the end of the summer of 1892, leading the general 
economic downturn by some four months. Together with the reduction 
in agricultural and railroad investment this contraction .provided a 
powerful brake to the economy. The decline from September 1892 to 
January 1893 was a significant one, amounting to a drop of a third. 
After a moderate recovery for four months, a sharp decline followed 
from May to October 1893. The fact that building activity dropped 
counterseasonally by over 60 per cent during the financial panic had 
a sweeping effect on general economic activity, contributing to its 
intense decline. The early recovery from late 1893 to mid-1895 was not 
buoyant. The 1895 high was about g per cent below that of 1892 and 
represented a level of only about 85 per cent of building capacity. 

The second decline started in 1895, again preceding the downturn in 





the depression was not severe. Many minerals (copper, anthracite coal and petroleum) de- 
clined no more than 5 per cent in output in 1893 after which production grew steadily. Invest- 
ment probably increased during this period since output increased while the numbers of 
workers, in many instances, declined. In the Kansas zinc areas, Galena and Empire City, output 
rose 50 per cent from 1895 to 1896. See Kansas, Bureau of Labor and Industry, Twelfth Annual 
Report, 1896 (Topeka, 1897), pp. 45-48 and U. S. Industrial Commission, Final Report, XIX, 
pp. 208, 210, 212, 214, 217, 219. 

27C. D. Long, Building Cycles and the Theory of Investment (Princeton: Princeton University 
Press, 1940), pp. 152, 154-55 and chapter ix. See also A. Hansen, Business Cycles and National 
Income (New York: W. W. Norton and Co., 1951), chapter iii, on building’s relationship to the 
business cycle. 
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general activity. It was sharp, reaching its nadir late in 1896, almost 60 
per cent below the 1892 peak level. Thereafter, building was irregularly 
higher and lower; not until 1901 were the 1892 levels maintained. 
Starting in 1904, building construction expanded more in line with 
growing capacity.” 

These greatly depressed levels of construction both reflected and 
shaped the development of the depression. Yet although these monthly 
data are helpful for generalizing about depression forces, such total 
figures tend to obscure important countercyclical cross-currents within 
the sector.” To secure a more detailed and less superficial view of 
changes in building, it would be desirable to have companion monthly 
indices for various types of construction such as residential and non- 
residential. But only annual data for these areas are available. Even 
though such data obscure turning points, they help to give a truer 
configuration of activity. 

Table 2 gives selected building indices showing total and special 
construction activities as a per cent of 1892 levels. The first four indices 


TABLE 2 


BUILDING INDICES, 1890-1900 
(1892 equals 100) 


Total Total Total Detached Multi- Priv. 

Resi- Non- New Dwell- Family — Public Non- Altera- 
Year dential Res. Bldgs. ings Duigs. Bldg. Res. tions 
1890 108 94 97 109 150 127 100 100 
1891 86 81 86 85 100 82 87 100 
1892 100 100 100 100 100 100 
1893 77 75 74 87 75 209 87 95 
1894 71 81 69 77 92 82 81 74 
1895 86 81 rH 96 192 gI 125 95 
1896 75 81 71 81 125 82 138 95 
1897 85 69 74 81 175 218 113 105 
1898 55 63 57 32 167 73 63 79 
1899 58 69 69 36 275 109 119 100 
1900 43 56 49 27 117 118 69 105 


Source: C. D. Long, Building Cycles and the Theory of Investment (Princeton: Princeton 
University Press, 1940), pp. 224, 228. The first three indices are of number and the remaining 
ones of value. 


28 These data are derived from Long’s monthly index of building permit values, seasonally 
adjusted by the N.B.E.R. Using B.L.S. wholesale price index of building materials the author 
then deflated them more nearly to approximate an index of real construction changes. See Hist. 
Stat., p. 342 and Bureau of Labor Statistics, Index Numbers of Wholesale Prices, pp. 2-6. 

29 In Chicago, despite depression declines in real estate and general building, certain types of 
building thrived. Skyscrapers, a vogue coming into effect just before the World’s Fair, were 
still being built: four were built in 1893; two in 1894. The North and Northwest sides re- 
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conform to earlier analysis; they demonstrate the initial sharp decline, 
the restricted recovery in 1895, and the subsequent irregular fluctuations 
continuing beyond 1900. It is in the figures for multi-family dwellings, 
private non-residential, and alterations that some interesting suggestions 
present themselves. After the initial declines of the depression which, 
with the exception of those in alterations, were relatively restricted, 
these three indices show growth or stability near 1892 levels. After 1894, 
the countercyclical expansion of building activity in the first two 
categories is consistent with other evidence found regarding growth of 
street railways. The industrialization-urbanization process with roots 
in the secular growth of the economy was retarded only slightly 
by the first impact of the depression. The push of this process was 
sufficiently powerful to continue its growth, aided by the relative 
attractiveness of safer, though modestly remunerative, returns on long- 
term building investment. 





II 


The sharp declines in major investment sectors just outlined affected 


consumption greatly. During the depression of the nineties not only 
did total consumption decline markedly, but even the consumption of 
many necessities fell off. Such aggregate declines reflected the fact that 
the consumption levels of the unemployed and their families were 
appreciably lowered, with consequent intense distress for millions of 
people.*° 

Table 3 shows changes in total output of perishables, semidurables, 
and durables destined for domestic consumption.” These changes are 
consistent with the general pattern of the depression as projected in 
investment fluctuations, though as might be expected, the amplitudes 
are less marked. Consumption of most goods declined for the economy 
as a whole during the depression and, inferentially, sharply for those 


placed the South side as centers of residential real estate speculation; the depression was 
“scarcely felt.” See Hoyt, One Hundred Years of Land Values, pp. 152, 179, 181-84. 

30 For a view of social conditions during the depression see Rezneck, “Unemployment, Un- 
rest, and Relief,” pp. 324-45, and L. H. Feder, Unemployment Relief in Periods of Depression 
(New York: Russell Sage Foundation, 1936), pp. 71-188. 

31 “Consumption” will be used instead of the correct, and cumbersome, term “output destined 
for domestic consumption” which differs from consumption since inventories are not taken into 
account. This probably understates actual consumption early in the depression when inventories 
were most probably reduced. The category, perishables, excludes food products since crop 
fluctuations are seasonal, not cyclical. 
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individuals and families inflicted with unemployment. The fact that 
there were sharper declines in consumption of durables than in that 
of semidurables, and a slighter decline in consumption of perishables 
fits well the notion that postponability determines the order of contrac- 
tion in consumption goods. 

Decline in the consumption of perishables started in 1893, or possibly 
late in 1892 and continued through 1898.°” While the decline in the 
consumption of perishables was approximating 5 per cent from 1892 
to 1893, and practically nil from 1893 to 1894, the consumption of certain 
perishables, such as tobacco products, drugs, household preparations, 
magazines, and newspapers fell off considerably more. The extent of 
the drops from 1892 to the respective troughs for each series amounted 
to 12 to 15 per cent, not inconsiderable contractions. The decline in 
consumption of perishables from 1895 to 1896-1897 by almost 3 per 
cent was seemingly slight, yet it exceeded any decline in semidurables 
and durables output, an unusual phenomenon.”* 

Such declines in consumption of perishables take on sharper meaning 
if population growth is taken into account. Since annual population 
growth was slightly less than 2 per cent, the contraction in the con- 
sumption of perishables was, on a per capita basis, greater than the 
annual total suggests.** While total consumption of perishables approxi- 
mated the 1892 level in 1895 and exceeded it in 1898, in neither of 
those years did per capita consumption equal that of 1892. The 1898 
consumption of perishables exceeded that of 1892 by about 6 per cent, 
but population had increased about 12 per cent. Not until 1899 was 
this consumption sufficiently above that of 1892 (19.5 per cent) so 
that the population as a whole was consuming perishables at a pros- 
perity level. Thus many individuals and families suffered a sharp decline 
in their levels of living, with their depression level of living lasting 
for six or seven years.” 

Declines in consumption of semidurables and durables accent further 
the lower levels of living during the depression. The falling off in 


32 See A. R. Tebbutt, “The Behavior of Consumption in Business Depression,” Publication of 
the [Harvard] Graduate School of Business Administration, XX (August 1933), I-21. 

33 Shaw, Value of Commodity Output, p. 70. 

34 Hist. Stat., p. 26. An annual increase of about 2 per cent would have maintained the 
perishables consumption level of 1892, a prosperity year. 

35 Per capita consumption declined from 1892 levels for some consumer goods, taken at 
random: canned corn (off 35 per cent), coffee (off 17 per cent), wines (off 40 per cent), and 
distilled spirits (off 33 per cent). See A. F. Burns, Production Trends in the United States since 
1870 (New York: National Bureau of Economic Research, 1934), pp. 284-304 and U. S. 
Department of Agriculture, Yearbook, 1895-98 (Washington, 1896-99). 
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TABLE 3 


CONSUMER OUTPUT DESTINED FOR DOMESTIC CONSUMPTION 1890-1900 
(millions of dollars; 1913 prices) 


Consumer 

Perishables 

Excluding Consumer Consumer 
Year Food Semidurables Durables 


1890 $659 $1260 $654 
1891 698 1292 678 
1892 732 1356 731 
1893 695 1243 663 
1894 692 1207 593 
1895 730 1446 737 
1896 710 1410 743 
1897 711 1528 803 
1898 773 1521 782 
1899 875 1698 905 
1900 895 1690 854 


Source: Shaw, Value of Commodity Output, pp. 70-75. 


the consumption of semidurable and durable goods was more marked 
than in perishables in the earlier phase of the depression. Consumption 
of semidurables dropped 8.5 per cent from 1892 to 1894. Consumption 
of clothing, personal furnishings, and shoes dropped by about the same 
amount, while consumption of dry goods and notions fell off over 15 
per cent. The decline in the consumption of durables was much sharper, 
amounting to about 19 per cent from 1892 to 1894. The component 
groups of this class showed varying fluctuations from the group total; 
some items, like musical instruments, declined by as much as 38 per 
cent, while others, such as miscellaneous housefurnishings, dropped by 
less than 10 per cent.*® 

These data on over-all changes in consumption show the broad effect 
of the depression on the masses of people without indicating the impact 
on those suffering the most. Analysis of changes in wages, consumer 
prices, and employment suggests more concretely how poorer wage- 
earners, employed and unemployed, were affected. For the most part, 
wage rates did not decline as much as prices during the depression. 
In very few occupational categories did rates decline by more than 5 
per cent. The earnings of workers, however, dropped more than wage 
rates as employment contracted: earnings for all industries showed 
declines of over 10 per cent, with those for workers in manufacturing 


36 Shaw, Value of Commodity Output, pp. 72-75. 





The Depression of the Nineties I5I 





and coal-mining exceeding that figure and those for railroad, clerical, 
and utility workers dropping less than 10 per cent.*” 

While wages were falling off, consumer prices were declining by 
greater amounts. Hansen’s cost-of-living index reflects the decline in 
prices of food, clothing, shelter, and other consumer goods, and services. 
The maximum drop in prices of these necessities was about 11 per cent 
from 1892 to 1897, with the decline occurring gradually over the 
depression. Prices of perishable consumer goods declined by a little over 
11 per cent from 1892 to 1896, paralleling that of the cost of living. 
Prices of consumer semidurables and durables, many of which were 
luxury goods and therefore not purchased by the masses of the people, 
declined more sharply: semidurables dropped by almost 19 per cent 
from 1892 to 1896; durables fell in the same period by 1 per cent more.*® 

With wage earnings declining about 10 per cent and the cost of 
living dropping about 11 to 12 per cent, workers who kept their jobs 
just about maintained real income. Where the declines in earnings came 
before those in the cost of living, there was a temporary falling off in 
real earnings even for those with employment. The burden of depres- 
sion was thus spread over most workers and their families in some way. 

One analysis of real earnings helps to visualize the impact of the 
depression on the people. Relating unemployment, estimates of money 
earnings, and the cost-of-living index to each other, S. Lebergott worked 
out adjusted real annual earnings. Real earnings showed a decline 
averaging 18 per cent from 1892 to 1894. For the entire period, 1892- 
1898, the loss averaged 15 per cent below the earnings for 1892.” 

Such a mechanical measure serves the purpose of highlighting the 
decline in real earnings without indicating the limits or distribution of 
the decline. For the hard core of unemployed, in which group there 
were many, these figures are only suggestive: for those hundreds of 
thousands of workers and their families the depression was a blow 
which reduced their levels of living qualitatively as well as quantita- 


37 P. H. Douglas, Real Wages in the United States, 1890-1926 (New York: Houghton Mifflin 
Co., 1930), pp. 108, 132, 135, 143, 168, 197, 205, and Hist. Stat., p. 68. In coal mining, wage 
rates declined about 23 per cent from 1892 to 1897, but this was an unusual drop as rates in 
manufacturing, building, and railroading declined within the 5 per cent range. Government 
employees enjoyed a slight increase in wage rates, while farm laborers took reductions approxi- 
mating 10 per cent in their weekly rates. 

38 Shaw, Value of Commodity, pp. 290-93, and Hist. Stat., p. 235. 

39S. Lebergott, “Earnings of Non-Farm Employees in the United States, 1890-1946,” 
Journal of the American Statistical Association, 43 (March 1948), 74-93. Full-time equivalent 
earnings for each year were deflated by percentage time lost due to unemployment to yield 
money earnings adjusted for unemployment. These earnings were then adjusted for changes in 
the cost-of-living index. 
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tively. Thus the depression brought about a sharp reduction in the 
quantities of goods consumed, the burden being unevenly distributed. 

For the economy as a whole, consumption of consumer goods output, 
excluding food, reached its lowest point in 1894, when it was only about 
75 per cent of what could have been produced and consumed. Of the 
three classes, output of consumer semidurables declined least, reaching 
its lowest level, 82 per cent of capacity, in 1894. Output of consumer 
perishables reached a low point in 1897, when it was at a level only 
78 per cent of capacity, while that of consumer durables was at only 
70 per cent of capacity in 1894. Whatever the errors in these estimates, 
they outline clearly the severe impact of the depression on most people’s 
lives, with particular distress for many wage-earners and their families. 


Ill 


The economy’s relationships with the rest of the world, and with 
Europe in particular, underwent significant changes during the nine- 
ties. The marketing of United States goods, services, and securities 
abroad reacted to complex domestic and international forces which 
affected mutually the economies involved. As these economic relation- 
ships developed unfavorably for the United States, they affected the 
course of the depression which itself acted to shape the conditions of 
international economic intercourse. The disequilibrium in such rela- 
tionships was signaled by the heavy outflow of gold from the United 
States, an event occasioning much unfavorable comment in financial 
and business circles. Many businessmen explained this severe depression 
by attributing the gold outflow to foreign repatriation of capital which 
foreigners no longer would risk in an unsafe economy. 

It is undeniable that the domestic economy was much affected by its 
relationships to the rest of the world. On the assumption that trade 
relationships were relatively stable, gold outflows were unnecessary 
when European investors were willing to increase their investments in 
the United States. In periods of seasonal need, short-term loans by 
foreign banks would tide the economy over without gold outflows. 
Actually, during the nineties, short- and long-term investment, as well 
as gold outflows, were continuously the means of satisfying claims 
abroad. It was the changes in the direction and quantities that made 
the difference between equilibrium and disequilibrium in the balance 
of payments. In the middle nineties, Europeans continued to make new 
investments in the United States but in smaller amounts. Inflows and 
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outflows of investment funds usually fluctuated with changing condi- 
tions of the stock market and interest rates in both New York and Euro- 
pean money markets, intensifying and easing conditions of payments 
according to the direction of the flow, and the parallel development of 
claims on current account. The complex interrelationship of conditions 
of trade and investment, subject to the pressures of changing structures 
of price and interest, affected the domestic economy and had an impor- 
tant bearing on the shape and course of the depression. 

Table 4 summarizing these changing relationships for the period 
1890 to 1897,"° helps to give a more comprehensive view of the inter- 
action of trade, investment, and services. These changes reflected both 
cyclical and secular forces. The growth of the economy resulted in an 
ever increasing quantity of exports to satisfy the providers of invisible 
imports. At the same time the transformation of the economy, from a 
predominantly agricultural to an industrial economy, was indicated by 
the changing composition of exports. The export expansion was ar- 
rested during the depression: after 1892 exports declined and then 
fluctuated at depression levels in conformity with the oscillations in 
economic activity. This cyclical decline was related to two main fac- 
tors: the decline in agricultural prices to the lowest level in over three 
decades, and the falling off in European demand for American exports 
during the severe depression in Europe.” The decline in agricultural 
prices meant that most American exports had to be sold at lower prices; 
the terms of trade went against the United States. 

Table 5 shows that there was a divergence in the terms of trade 
between the United States and Britain starting in 1892. The maximum 
decline in prices of farm products amounted to about 20 per cent,” 


40 Throughout the nineties, exports of manufactures increased quantitatively and in value. 
In 1890 manufactured exports comprised less than 17 per cent of total exports; by 1900 they 
exceeded 30 per cent of the total. Agricultural exports were over 75 per cent of the total early 
in the nineties; by 1900 they were only 65 per cent of all exports. Hist. Stat., pp. 246-50. 

41 Economist (London), Monthly Trade Supplement, February 13, 1892, p. 1; February 10, 
1894, p. 2; February 15, 1896, p. 2. For German exports and imports see zbid., July 3, 1897, 
p. 957. Wheat prices declined over 30 per cent from 1892 to 1894 with recovery in 1895 
short-lived and no appreciable rise until 1896. From 1892 to early 1894 corn prices dropped 
about 30 per cent; in 1895 there was a sharp recovery and then in 1896 prices fell by 50 per cent. 
Stanford University, Wheat Studies, 10 (June-July 1934), 316, 348-49. 

42 Imports from Europe were over 50 per cent of the total. Since the payments problem 
related mainly to Europe and England in particular indices of British export and certain 
American prices suggest the terms of trade. Agricultural and manufactured products represented 
almost all exports so that prices of farm and metal products reflected changes in those cate- 
gories. Partly or wholly manufactured imports were 40 per cent of the total. Thus by comparing 
selected British export prices with the two American indices some notion of changes in terms 
of trade is obtained. See Hist. Stat., pp. 246-50. 
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TABLE 5 


SELECTED U. S. AND BritisH PrickEs, 1890-1900 
(1892 equals 100) 


U.S. U.S. U.S. British Brit. Brit. Raw mat. 

Farm Metals & Prod. All Mfd. & semi-mfd. 
Year Products Metal Prod. Durbls. Exports Exp. Exports 
1890 102 125 110 105 104 112 
1891 110 110 101 105 104 108 
1892 100 100 100 100 100 100 
1893 103 91 98 99 99 93 
1894 90 78 98 95 94 96 
1895 89 84 go g2 gI 105 
1896 80 85 83 94 94 84 
1897 86 77 95 92 92 85 
1898 92 78 103 92 gI 92 
1899 94 119 110 99 96 104 
1900 103 117 113 114 108 146 


Sources: W. Schlote, British Overseas Trade from 1700 to the 1930s (Oxford: Blackwell, Ltd., 
1952), p. 177; W. H. Shaw, Value of Commodity Output since 1869 (New York: National 
Bureau of Economic Research, 1947), p. 294; and Bureau of Labor Statistics, Index Numbers 
of Wholesale Prices on Pre-War Base 1890-1927 (Washington: U. S. Government Printing Of- 
fice, 1928), pp. 2-4. All indices were converted to an 1892 base. 


that in metals and metal products amounted to 23 per cent, and that in 
producer durables reached almost 18 per cent. British export prices did 
not decline, on an average, by more than 8 per cent during the depres- 
sion. The declines of about 16 per cent in the prices of British raw ma- 
terials and semi-manufactured exports came in the middle of the 
depression and probably did little to offset the downward movement in 
terms of trade for the United States. 

The sale of American agricultural and some manufactured exports 
under unfavorable price conditions had a significant effect on the total 
value of these exports. This fact undoubtedly intensified the problem 
of payments by requiring more exports per import at a time when other 
forces, in Britain as well as the United States, were putting heavy pres- 
sures on the mechanism for payments. 

The decline in American merchandise exports, starting late in 1892, 
was not offset for some time by a fall in imports. The European de- 
pression, starting in 1890-1891, influenced the decline in American ex- 
ports. Not until the American depression was well under way in late 
1893 did reduced income in the United States lead to sharp reductions 
in imports. By that time the impact of this, and other, aspects of inter- 
national economic relations had already affected the economy signifi- 
cantly. 
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This foreign trade imbalance augured great difficulty in meeting pay- 
ments abroad in view of the large amounts due on such invisibles as 
interest, dividends, tourist expenditures, and freight payments. Cyclical 
declines in these items came after the impact of the drop in exports. 
This is reflected in Column 10 of Table 4; for 1893 the net adverse 
balance of payments on current account was $267 million. For the same 
year the outflow of gold, partially satisfying claims on the United States, 
was $88 million, the largest amount in the entire period. 

Among the invisibles, freight payments fluctuated cyclically with the 
lag noted above. Because such payments represented a net claim against 
the economy, they aggravated the balance of payments difficulties until 
the time when they declined with imports and exports. The same was 
true of tourist and immigrant payments which contracted and ex- 
panded cyclically in the middle nineties.” 

The degree to which the net balance of payments on current account 
(Column to in Table 4) went against the United States was related 
mainly to export-import fluctuations: when exports declined or re- 
mained relatively stable, and imports were unchanged or increased, as in 
1893, 1895, and 1896, the economy’s payments abroad grew and could 
only be met by foreign investment (short- and/or long-term) or the 
outflow of gold. In those three years, when the pressures were severest, 
gold flows were greatest, causing dislocation in the monetary and bank- 
ing system with intensifying effects on the depression. 

Though the reduction in the import of capital had its effect on the 
economic conditions in the United States, neither was the cause of the 
change as simple nor the impact so great as some contemporary ob- 
servers believed. Many advocates of the gold standard insisted at the 
time that reduction in the foreign capital available “caused” the Panic 
and the depression. Actually neither mass repatriation of foreign in- 
vestments nor cessation of new foreign investment occurred before, or 
during, the depression. A tapering off of the total of foreign investment, 
however, complicated the economy’s difficulties in meeting its current 
obligations. This falling off may have reflected “lack of confidence” in 
the economy of the United States because of its silver policy. To the 
extent that decision makers thought that this explanation was valid and 
acted accordingly these circumstances helped shape economic condi- 
tions. But a more plausible explanation is that the decline was related 





43 Immigration fell off cyclically, affecting immigrant funds brought into the country. See 
Hist. Stat., p. 33, and H. Jerome, Migration and Business Cycles (New York: National Bureau of 
Economic Research, 1936), pp. 95-100. 
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to a general reduction in European investment owing to the depression 
abroad which reached its low in 1895 in France, Germany, and Eng- 
land. Europeans continued investing in the United States and did not 
repatriate en masse.“ 

As foreign capital inflows were slackening, however, Americans were 
increasing their investment abroad. From 1892 to 1897 investment 
abroad rose by between $150 and $250 million, most of it going to 
Canada and Latin America. This fact aggravated the balance of pay- 
ments by enlarging American demand for foreign exchange. Coming as 
it did when other complications had developed in foreign payments, the 
burden was made more onerous.*® 


IV 


The Panic of 1893 and depression are usually associated with the 
struggle over the gold standard, a conflict which reached a political 
climax in the 1896 election. Gold standard partisans considered the 
panic and depression inevitable dénouements of a misguided silver pol- 
icy. The classic explanation, accepted as self-evident by many contem- 
poraries, as well as by later students of the period, was current even be- 
fore the untoward events of 1893 unfolded. For example, the Commer- 
cial and Financial Chronicle explained the persistent gold outflow in 
woeful tone:*° 


. . . gold not only leaves us, but leaves us in spite even of [a favorable trade bal- 
ance]. ..Itis.. .the lack of confidence which our [monetary] policy is causing 
Europe to feel in our financial stability. No more foreign capital comes to the 
United States, [sic] and as fast as Europeans can dislodge their holdings in Amer- 
ica they take the money away... . 


44 Foreign investment in the U. S. did not cease suddenly with the depression. There were 
cross-currents of inflows and outflows of capital. For example, foreign holdings of Union Pa- 
cific stock increased by more than 4o per cent in 1893. See Commercial and Financial Chronicle, 
April 28, 1894, pp. 700-1. New capital issues in England declined each year from 1890 to 
1893 and not until 1896 did they exceed the 1890 level. See Economist (London), Supplement, 
February 17, 1894, p. 6, and February 20, 1897, p. 5. Net British capital flowing abroad also 
fell off markedly: from 1890 to 1895 it dropped from £98 to £ 40 million. After 1896 there were 
further declines. See A. H. Imlah, “British Balance of Payments and Exports of Capital, 1816— 
1913,” Economic History Review, V, No. 2 (1952), 238. Declines in investment in the U. S. 
also occurred because of more attractive returns, as in Africa. 

45 C. Lewis, America’s Stake in International Investments (Washington: Brookings Institution, 
1938), pp. 332-38, 605, and N. Bacon, “American International Indebtedness,” Yale Review, 
9 (November 1900), 265-85. 

46 Ibid., December 17, 1892, p. 1,012. 





158 Charles Hoffmann 


This theme was varied in different monetary keys to explain the events 
of 1893. 

Most dramatic of the monetary and financial events surrounding the 
depression are those directly related to the Panic. Starting with the 
precipitate decline in the stock market on May 3, 1893, and continuing 
as corporations and banks failed, the Panic did not spend itself until 
August. It forced an already contracting economy to restrict its activities 
further, with resultant extreme declines in building, imports, steel 
production, etc. Stock prices fell as much as 15 points in the first day 
of the Panic, and by the end of the year bank suspensions totaled 
almost 500, about 5 per cent of all banks. Business failures in the second 
quarter of the year had liabilities exceeding $121 million.” 

The effects of such financial eruptions are not difficult to anticipate. 
Bank closings led to suspensions of cash payments, to premiums on 
cash, to increases in hoarding, and to the inflow of gold. Credit strin- 
gency as well as credit freezing caused many business firms to restrict 
activity instead of continuing to produce and trade. This chain of 
events speeded up the contraction.** 

Since the depression started at the beginning of 1893, months before 
the Panic broke out, the analysis of monetary factors must be directed 
toward their interaction in the period before the downturn in the 
economy. The Panic greatly affected the course of economic events, 
but only after they already had started downward. If monetary factors 
were decisive in determining the timing and duration of the depression, 
changes in the supply and cost of money must be studied to see how 
they may have been related to contraction in the areas of production 
already reviewed. It is necessary to study the availability of money: the 
reserves of the banking system and the various forms of money used 
by the public as well as the interest rates paid by businessmen to 
finance their operations are important. 

The concern evinced by the Commercial and Financial Chronicle 
at the end of 1892 was not without basis, for the outflow of gold at the 
end of the year was a disturbing counterseasonal development and 
affected the reserves of the banks. These institutions had to make 
clearing payments abroad in gold, and, to the extent that such pay- 
ments depleted their reserves, credit stringency followed. The New 





47 New York Times, May 4 and 5, 1893, and Hist. Stat., pp. 273, 349. 

48 A. D. Noyes, Forty Years of American Finance (New York: G. P. Putnam’s Sons, 1909), 
pp. 188-98. While the shape of the Panic must be explained in terms of contemporary condi- 
tions, the structural aspects of the banking system provide the basis for understanding its 
phenomena. 
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York banks, which gave up gold for export, replenished their reserves 
by using Treasury notes, issued under the Sherman Silver Purchase 
Act. They employed these notes either to serve as reserves or to get 
gold from the Treasury on redemption. This practice put a heavy 
pressure on the Treasury and, on numerous occasions during the de- 
pression, forced its gold reserves below the $100 million accepted limit, 
thus causing unfavorable public reaction and setting the stage for the 
government’s gold loans. The effect of this complex of gold-silver 
relationships was to postpone some of the anticipated working of the 
gold standard: instead of gold outflows leading to tightening of credit 
and deflationary consequences, some of these results did not follow 
until after the government’s gold reserve was drastically reduced. 

Gold flows during the depression were symptomatic of serious mon- 
etary, financial, and commercial dislocation in the economy’s relations 
with the rest of the world. Serious outflows began in early 1892; only 
in the summer of that year was a small amount of gold imported. The 
counterseasonal outflow toward the end of 1892 continued into 1893, 
arrested only in the summer when, during the Panic, the premium on 
gold attracted a great inflow. In 1894, gold again continued to flow 
outward steadily, interrupted for a short time in the autumn. The 
sharp counterseasonal outflow at the end of 1894 ceased early in 1895, 
but then, again, another counterseasonal outflow developed at the end 
of that year. The flows in 1896 were patterned more normally: early 
year inflow; spring outflow; great late summer and autumnal inflow 
as harvested crops were shipped abroad. After 1896 the gold flow was 
mainly inward, as the European economy was recovering from its 
depression, and price relationships became less unfavorable for Amer- 
ican exports. Better agricultural conditions and the improved position 
of manufactured exports made possible both capital exports and gold 
inflows without any disequilibrium in the balance of payments.” 

The reserves of New York City banks provide one clue to the role 


49 Ihid., pp. 160-73, 182-87. Another factor in postponing the depression was the 1891 
windfall harvest when prices were high due to Europe’s drought. 

50 U. S. Bureau of Foreign and Domestic Commerce, Monthly Summary of Imports and 
Exports of the United States (after 1898: Monthly Summary of the Foreign Commerce of the 
United States) 1893-1901, Series on gold flows (Washington: U. S. Government Printing 
Office, 1893-1901). During the nineties, gold production increased annually, amounting to almost 
$33 million in 1890 and exceeding $60 million in 1898. In calendar years 1891, 1892, 1894, 
and 1895 net gold exports exceeded gold production by appreciable amounts. This excess rep- 
resented gold withdrawn from the banks, the Treasury, and probably from hoards. See U. S. 
National Monetary Commission, Publications, XXI, Statistics for the United States, 1867-1909 
(Washington: U. S. Government Printing Office, 1910), pp. 161, 166, 169-70, and Noyes, 
Forty Years of American Finance, pp. 253-54. 
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of monetary factors in the two downturns. In the last calendar quarter 
of 1892, the crucial period before the downturn, these reserves declined 
more than seasonally, in line with the large gold outflow. They were 
about 17 per cent below the average for the year. This stringency is 
further reflected in the actual reserve ratio; in October of 1892 it 
approached the legal minimum of 25 per cent. In the last quarter of 
1895—the period just preceding the second downturn of the protracted 
depression—reserves likewise contracted, falling off about 22 per cent 
below the average for the year. The reserve ratio, however, did not fall 
below 28 per cent, so that there was less reason for credit stringency 
at that time than in 1892." 

Movements in net deposits and loans paralleled those of reserves in 
the two quarters preceding the two depression downturns. In the last 
quarter of 1892 loans were about 7 per cent below the year’s average 
while deposits were about g per cent below the annual average: both 
were counterseasonal declines, thus representing drops of some signifi- 
cance with probable deflationary effects on business. In 1895, just prior 
to the second contraction, loans and deposits dropped by about 7 and 11 
per cent, respectively, reflecting some credit stringency. Annual data 
covering the period 1892-1900 show cyclical fluctuations in loans and 
deposits conforming to the shape of general fluctuations.” 

Although the fact that bank reserves, net deposits, and loans declined 
in the periods prior to the downturns in 1893 and 1895 suggests that 
credit stringency played a role in the downward turning points, it is 
possible that net deposits and loans declined as a result of changed 
expectations. In other words, the demand for money might have de- 
clined at the same time that the supply was contracting. A rise in 
short-term interest rates would be consistent with credit stringency, 
though not ruling out altogether the possibility of changed expecta- 
tions. Examination of interest rates in this period ought to clarify this 
situation. 

A careful analysis of weekly loan and discount rates for the crucial 
periods preceding the cyclical downturns in January 1893 and Decem- 
ber 1895 reveals that short-term interest rates rose substantially. In 
1892, from the summer to December, interest rates increased sharply 
from 1.5 to 10 per cent. Those on time loans of 30-, go-, and 120-day 
maturity showed marked rises, going from 2 to 6 per cent, 2.5 to 6 





51 National Monetary Commission, Statistics for the U. S., pp. 98-108. New York banks 
are analyzed since only for them are monthly data available. 
52 Ibid., pp. 74, 98-108. 
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per cent, and 3.5 to 6 per cent, respectively. Rates for single and double- 
name paper jumped about 50 per cent: from 3.75 to 6 per cent and 
from 4.25 to 6 per cent, respectively. In 1895 there was a similar up- 
ward movement starting in the summer and continuing to December. 
At that time the entire structure of short-term interest rates was upset 
by the near-panic reaction to President Cleveland’s strong message on 
the Venezuelan boundary dispute.” 

These data do not prove conclusively that credit stringency played a 
major role in the economic contractions; they support the claim that 
some businessmen had difficulty getting short-term credit at the end 
of 1892 and 1895. They do not throw light on what was happening to 
businessmen’s expectations at this time. Business indices do not show 
declines for this period. 

Throughout much of the depression, short-term interest rates were 
at levels which complicated business conditions. The high short-term 
interest rates at the end of 1892 persisted throughout most of 1893. 
During the Panic many of the rates skyrocketed, but in the autumn of 
1893 they eased considerably, reaching moderately low levels by the 
end of the year. During 1894 interest rates remained low, with some 
funds remaining idle. Rates fluctuated but did not become restrictive 
until the autumn of 1895, when they began their upward movement. 
The high interest rate levels of December 1895 continued into 1896 
and served as an additional restraining factor as the economy started 
to contract again after its incomplete recovery. Not until after the 
election did interest rates ease somewhat. The situation of expectant 
crisis in the election year, 1896, kept rates unsett!ed at high levels. As 
1897 unfolded, the structure of short-term interest rates reached a 
moderately low level, reflecting an easy money market well suited 
to the economic expansion about to begin.” 

Although short-term interest rates rose markedly in the periods 
preceding the cyclical downturns, it is not clear whether long-term 
rates did also. Since declines in railroad, agriculture, and construction 
investments were among the crucial forces shaping the depression, long- 
term interest rates are more meaningful than those for short-term 
funds in explaining the downturn.” In the absence of information on 


58 Ibid., pp. 121-24 and New York Times, December 18, 1895. 

54 National Monetary Commission, Statistics for the U. S., pp. 101-6, 121-26, and F. R. 
Macaulay, . . . The Movements of Interest Rates, Bond Yields and Stock Prices in the United 
States since 1856 (New York: National Bureau of Economic Research, 1938), pp. A150—52. 

55 Certainly the increase in short-term rates had an adverse effect on business, but the de- 
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long-term rates for all the areas, that on capital for railroads must be 
examined to see whether credit tightening played a role in investment 
contraction. Monthly yields of railroad bonds reflected the going inter- 
est rate for investment in this form of transportation. In the last half 
of 1892, when orders for railroad cars and rails were falling off, these 
yields ranged between 3.679 and 3.746 per cent, the latter no higher 
than the rate in January 1892. Not until the middle of 1893 was there 
an appreciable increase in these yields; they rose to a maximum of 
4.056 per cent in August 1893. In the last half of 1895 and the first 
quarter of 1896, when railroad investment fell off again, bond yields 
remained relatively stable in a range from 3.392 to 3.515 per cent. 
After the: middle of 1897, when recovery was beginning, rates eased to 
more favorable levels, encouraging the investment impulse already 
under way.”® 

Government fiscal policy also played an important role, although 
receipts and expenditures during the nineties were insignificant by 
present-day norms. Total receipts and expenditures of about $700 
million a year were large enough to affect the flow of income in some 
measure. Annual government expenditures were only about 3 per cent 
of total private production income; yet government fiscal operations 
had momentous effects on banks and the money market.” 

Expenditures and receipts varied over the decade. Expenditures rose 
from about $326 million in 1890 to almost $380 million in 1897. There 
was, however, almost a continuous tapering off from the end of 1893 
to the end of 1895, after which expenditures started upward again. 
Receipts fluctuated more widely since they were subject to two chang- 
ing factors: the propensity to import and the revenue laws which 
affected customs receipts. The decline in receipts from $420 million 
in 1890 to $306 million in 1894 reflects both factors. Revenue was cut 
not only by new lower ad valorem tariff schedules but also by the 
declining value of imports as the depression deepened.” 

The consequence of these changes in receipts and expenditures was 





cline in investment cannot be directly explained by the rise because investment fell off before 
general business did and because investment depends more directly on long-term interest rates. 

56 Macaulay, The Movements of Interest Rates, pp. A64-69, A150-52 and Cowles, Common- 
stock Indexes, p. 492. 

57 National Monetary Commission, Statistics for the U. S., pp. 14, 244. 

58 [bid., pp. 253-55, and Noyes, Forty Years of American Finance, pp. 134-35, 224-27. The 
McKinley Tariff of 1890 revised schedules so that revenues on sugar imports fell off sharply 
from almost $60 million in fiscal 1889 to about $75,000 in fiscal 1892. In 1894 the passage of 
the Wilson Tariff hardly ameliorated conditions; not until the Dingley Tariff of 1897 was the 
revenue situation cleared up. 





The Depression of the Nineties 163 





that, from 1893 to the end of 1897, the Federal Government was in- 
curring, almost continuously, a deficit running between $30 to $60 
million a year. Although this deficit was technically an inflationary 
force, the circumstances surrounding it probably had deflationary 
effects. This was likely since the Government borrowed not only to 
finance the deficit but also to build up the gold reserve. The net effect 
was to withdraw cash from the system.” 

As the deficit became a continuing phenomenon in 1893, the Treasury 
was forced to draw on its cash. First, legal tender notes were used, 
but since only $25 million of funds were left in the Treasury by the 
Harrison administration, the results of this policy did not go far. Next, 
resort was made to the Treasury’s gold reserves, already under pressure 
because of large export of gold; in the second half of 1893, the Treasury 
used $79 million in gold coin to meet debit balances at the New York 
Clearing House. By the end of that year the net Treasury gold reserve 
was about $80 million, which was $20 million below the customary 
limit. This method of financing the deficit could not long continue.” 

By the end of 1893, because the deficit continued and gold reserves 
were dangerously low, the Treasury was forced to take action; resort to 
borrowing was the only way out. Starting with a loan in January 1894, 
the Government floated four issues.** The first one came when the 
bond market was weak. It was subscribed only after Secretary of 
the Treasury Carlisle appealed for support to New York bankers, 
whose institutions absorbed about 80 per cent of the issue. In the first 
three issues, the Government operated at marked disadvantages which 
forced it to offer extremely good terms.” 

The third issue, that of January 1895, was handled by the Belmont- 
Morgan Syndicate which agreed to obtain half of the gold from Europe 
and to guarantee maintaining the gold reserve of the Treasury for 
six months. To achieve this, the Syndicate, with important European 
connections, tried to maintain a corner on the New York foreign 


59 National Monetary Commission, op. cit.; Noyes, op. cit.; and Monthly Summary of Im- 
ports and Exports, 1893-97. The gold loans had effects similar to a budgetary surplus: reserves 
were withdrawn from the system. 

60 Noyes, op. cit., pp. 204-6, and Monthly Summary of Imports, 1893. 

81 These loans were made in gold coin: January 1894, a $50 million 5 per cent bond issue; 
November 1894, another $50 million 5 per cent issue; January 1895, a $62.5 million 4 per cent 
issue (half the coin to come from Europe under the Belmont-Morgan Syndicate agreement); 
and January 1896, a $100 million 4 per cent issue. 

82 Noyes, op. cit., pp. 207-16, 231-40. The Treasury got much less gold than the total of the 
loans. Banks and individuals obtained some of the gold to purchase bonds by presenting legal 
tender notes to the Treasury. By the time of the fourth issue legal tender notes were no longer 
available in large numbers. 
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exchange market. Because domestic recovery, foreign investment, and 
other factors eased the balance of payments disequilibrium, this effort 
was successful until July 1895. As disruptive wheat market operations 
and repatriation of American securities put pressure on foreign ex- 
change rates, the corner was broken. A New York coffee merchant 
with European connections began engaging in foreign exchange trans- 
actions at prices below those of the Syndicate and made good on bills 
by shipping gold acquired from the Treasury on presentation of legal 
tender notes. This heralded the outflow of $65 million in gold in the 
next three months and brought on another Treasury crisis. 

This Treasury crisis was intensified by the war scare in December 
1895, and in January 1896 resort to borrowing was again necessary. 
The largest gold loan, that for $100 million, was more successful than 
the previous ones. The bonds were offered through competitive bidding 
and were oversubscribed five-fold. With this loan the Treasury gold 
reserve was maintained at a more even keel, as foreign economic 
recovery, an eased monetary situation, and more favorable export- 
import relationships resulted in large gold inflows during most of 
1896 and a moderate inflow in 1897. 

The depression of the nineties cannot be explained easily by the 
monetary and fiscal policies of the government. Credit restriction prior 
to the downturns, as well as financial panic, contributed to the intensity 
and timing of the depression. At the same time, government fiscal 
policy complicated further a difficult monetary situation, adding to 
the uncertainty prevalent in money and commodity markets. Never- 
theless, powerful forces both within and outside the economy shaped 
the timing, duration, and degree of economic contraction. The depres- 
sion was a resultant of disparate real economic changes which were at 
times complicated by unwise monetary and fiscal policies. In the care- 
ful examination of the complex, varying, and interacting relationships 
of businessmen, consumers, government, and foreigners lies the fuller 
explanation. 
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63 Tbid., pp. 234-50. 

64 Ibid., pp. 249-56. By 1896, the Treasury had replaced most of its short-term, floating 
debt by a funded debt. Treasury demand obligations (for example, legal tender notes) which 
had existed in large quantities had been reduced sharply through redemptions. Thus, while 
some of the gold for the $100 million loan came from the Treasury through redemption, much 
more, at this time, came from abroad and from public hoards and bank holdings in more 
usual fashion. 





Landlords and Rural Capitalists in the 
Modernization of Japan 


HERE is impressive evidence that wealthy peasants contributed 

significantly to the success of the Meiji Restoration, the political 
revolution that launched Japan on her career of modernization. These 
rural capitalists, for such they were, helped to give the revolution direc- 
tion as well as power.’ How otherwise is one to account for a govern- 
ment dominated by samurai, the elite carriers of tradition, following 
policies that did great violence to Japan’s past and destroyed the 
privileged status of the warrior class?” But if the influence of the 
representatives of rural wealth was so strong, why did they consent to 
a clique of warriors holding political power almost as a private prerog- 
ative for a generation after the Restoration? Despite the demand for 
a share in power in the eighties, they did consent and weakly accepted 
the Meiji constitution which sanctified authoritarian government. 

One possible explanation stresses the conservative side of the rural 
capitalist class. As merchants and industrialists, members of this class 
looked forward to sweeping change. But they were also landlords who 
exploited land through patriarchal tenant relationships that gave them 
dominant social and political power in the village and supported their 
commercial and industrial operations as well. While they wished to 
be free of the trammels and inequalities of “feudalism,” they had no 
wish to leaven the authoritarian spirit of the village by an admixture 
of political democracy. The purpose of this paper is to make somewhat 
clearer the diverse interests of this class that seemingly found a synthesis 
in the enlightened authoritarianism of the Meiji government. 


I 


Wealthy families by rural standards were not new to the Japanese 
village in the late Tokugawa period; very likely they date from the 
beginnings of settled agriculture. In any case economic disparities were 
sharp and clear by the seventeenth century when nearly everywhere 


1 Thomas C. Smith, Political Change and Industrial Development in Japan: Government 
Enterprise, 1868-1880 (Stanford, California: Stanford University Press, 1955), pp. 13-22. 

21 believe this is not to be explained primarily by merchant influence on the Restoration; for 
evidence of the weakness of such influence, ibid., pp. 15-17. 
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there were holdings of one or two tan* alongside others five or ten 
times that size;* even holdings of a hundred zan or more were not 
unknown.” Sharp limits on rural wealth existed, however, until the 
market stimulated productivity in agriculture, and trade and handi- 
craft industry added new sources of wealth to the village economy. 
This transition came at different times in different places, but the date 
for the country as a whole was about the beginning of the eighteenth 
century. 

From about this time contemporary writers began to take increasing 
notice of g6nd—wealthy peasants ‘—whose affluence and self-confidence 
excited interest, envy, and anger. Since with few exceptions the authors 
were warriors of Confucian outlook who approved of popular well- 
being, except where it was notable, they perhaps exaggerated. They 
charged wealthy peasants with living in the style of the city rich, 
buying up or foreclosing the land of neighbors, being pretentious 
of culture, keeping concubines, and much more.’ Most alarming, these 
social subversives won favor and influence with the highest guardians 
of morality; listen to Buyd Inshi (pseudonym) on this point: * 





Now the most lamentable abuse of the present day among the peasants is that 
those who have become wealthy forget their status and live luxuriously like city 
aristocrats. Their homes are as different from those of the common folk as day 
from night or clouds from mud. They build them with the most handsome and 
wonderful gates, porches, beams, alcoves, ornamental shelves, and libraries. Some 
give money to the Shogun and receive the right to swords and surnames in 
return. . . . Others lend money to daimyé and local officials . . . and exercise 
influence in their localities and abuse the common peasants. Still others despise 
the minor officials and win favor with imperial princes, members of the royal 
family who have taken Buddhist orders [monzekz], and with people versed in 


3 One tan equals 0.245 acres. 

4 Thomas C. Smith, “The Japanese Village in the 17th Century,” The Journal of Economic 
History, XII, no. 1 (Winter 1952), 5. The figures shown should be taken as approximate only. 

5 Takao Kazuhiko, “Sesshu Hirano-g6 ni okeru watasaku no hatten” (The Development of 
Cotton Growing in Hirano Village, Sesshu), Shirin (History), XXXIV, no. 1 (February 1951), 4. 

6 The reader may object to calling the génd a “peasant” since gond were very different from 
most peasants. The term is used here nevertheless because gond had more in common with the 
peasantry than any other class: they lived in villages, farmed land, and took part in the social 
and religious life of the whole community; and they were considered peasants by their con- 
temporaries. 

7 Hyakushé bukuro (A Farmer’s Handbook, 1731), in Takumoto Seiichi (ed.), Nihon keizai 
sosho (Bibliotheca Japonica Oeconomiae Politicae), (Tokyo: Kankékai, 1914), V, pp. 192-93. 
(This collection is hereafter cited as NKS). Kanno saku (A Policy for Encouraging Agriculture, 
ca. 1804), ibid., XX, pp. 585-87. 

8 Seiji kemmon roku (Contemporary Observations and Hearsay, 1816), Kinsei shakai keizai 
sosho (Collected Works on Tokugawa Economy and Society), (Tokyo: Kaizésha, 1927), I, 48- 
49. The author’s real name is not known. 
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court affairs. . . . Moreover, village officials and others of wealth entrust cultiva- 
tion to servants; they themselves wear fine clothes and emulate the ceremonial 
style of warriors on all such occasions as weddings, celebrations, and masses for 
the dead. . . . They keep masterless warriors around them and study military 
arts unsuitable to their status; they take teachers . .. and study the Chinese 
and Japanese styles of writing and painting. 





Such testimony is far too common to dismiss; moreover, village and 
family documents reveal evidence of peasant wealth and power not 
unlike the descriptions of disapproving contemporaries. Mortgages and 
business accounts, for example, show individual peasants, usually village 
headmen,’ lending money on an impressive scale to peasants scattered 
over half a province or more, to village governments, even to daimyé *° 
(feudal lords), and monopolizing the trade of entire villages, shipping 
village products to wholesale merchants several hundred miles away.” 
Local documents fairly bristle with references to village headmen with 
surnames and the right to wear swords, for these warrior privileges 
were increasingly conferred on peasants in honor of some outstanding 
service to the lord, usually a signal contribution to his exchequer.” 
Peasants sometimes encroached on warrior offices as well as honors. 
The headman of Shimokosaka village, Kawachi Province, was ap- 
pointed a district magistrate (daikan) by the lord of the area, a 


Tokugawa vassal for whom he also served as financial agent and chief 
creditor; and his case was by no means unique.”* 


9 Tanaka Kyigi, author of Minkan seiyé (Discourses on Civic Affairs), a work dating from 
the first half of the 18th century, asserted that in times of crisis, such as flood, drought, or sick- 
ness, the peasants “‘. . . have no choice but to mortgage their fields and forest land to the village 
headman”—as though that official’s title were synonymous with “money-lender.””, Nakamura 
Shuichir6 and Asada Mitsuteru, Nihon shihon shugi shakai keisei shi (The Development of 
Capitalism in Japan), (Tokyo: Iwasaki, 1949), pp. 85-86. 

10 Shimazaki Takao, “Musashi no kuni Kodama gun Bdjid6 mura” (Bojid6 Village, Kodama 
County, Musashi Province), Mita gakkai zasshi (The Mita Journal), XLIV, no. 2 (February 
1953), 41-48; Fujimoto Takahiko, “Bakumatsu Buzen ni okeru kinsei jinushi no seikaku” (The 
Character of Buzen Landlords in the Late Tokugawa Period), Keizai gaku kenkyu (Studies in 
Economics), XIX, no. 2, (September 1953), 140-51. 

11 Fujita Gord, Nihon kinsei sangyd no seisei (The Rise of Modern Industry in Japan), 
(Tokyo: Nihon hy6ronsha, 1948), pp. 241ff.; Kitajima Masamoto, “Echigo sankan chitai ni 
okeru junsui hokensei no k6z6” (The Structure of Pure Feudalism in the Mountainous Area of 
Echigo), Shigaku zasshi (Journal of History), XLIX, no. 61 (June 1950), 37; Mori Kihé, Nago 
seido to nochi kaikaku (The Nago System and the Land Reform), (Tokyo: Nései chésakai, 
1951), pp. 1-8. 

12 Fukucho Shigetaka, “Bakumatsu-ki ni okeru my6ji taits gomensha no seikaku” (On the 
Nature of Persons with the Right to Surnames and Swords in the Late Tokugawa Period), 
Nihon rekishi (Japanese History), no. 38 (July 1951), 22-24. Bunden sdsho (Collection of 
Regulations on Local Administration, ca. 1807), NKS, X, p. 763. 

13 Furushima Toshio, “Bakumatsu-ki ni okeru tochi shichi no seikaku” (Concentration of 
Land in the Late Tokugawa Period) Shakai keizai shigaku (Journal of Social and Economic 
History), XIX, no. 6 (April 1954), 73-76 and 79-81. (Hereafter cited as SKS.) 
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Altogether it appears that contemporary writers did not exaggerate 
wildly for all their indignation. The eighteenth and early nineteenth 
centuries witnessed the rise of peasant families with wealth of a kind 
previously unknown to the village, or at least extremely rare. These 
families were not to be found in every village; but judging from scat- 
tered land registers, which testify to wealth in land only, every small 
cluster of villages had one or two.”* If this géné class did not have the 
exalted connections of which Buyo Inshi speaks, it undoubtedly had 
easy access to the lower ranks of the warrior class from which came, 
for the most part, leaders of the Restoration movement. Wealth, cul- 
ture, and control over local government assured that; and enterprise 
gave incentive to oppose a political regime that would strangle it. 





II 


Writing of the wealthy peasants whose elegant homes dotted the 
landscape of his native country along the Inland Sea, Takemoto Rythei 
(1769-1820) asked himself: “How do they become wealthy?” He an- 
swered his own question: “Not by farming alone; most make sake or 
vegetable oil or operate pawn shops as well.” *° Others were prompted 


to ask the same question—goné wealth was obtrusive—and they gave 
similar answers. Tanaka Kyaigi (1662-1729) declared that dyeing tex- 
tiles and making or dealing in sake or malt were the chief sources of 
the wealth of those “rich families found everywhere in the country from 
the mountains to the seashore.” ** Others mentioned different lines of 
business, which is not surprising since the late Tokugawa economy was 
marked by strong regional specializations. Sericulture and silk produc- 
tion centered in modern Fukushima, Gumma, and Nagano Prefec- 
tures; raw cotton, cotton textiles, and vegetable oils in the Sesshu and 
Kawachi districts near Osaka; indigo in Awa Province, sugar in 
Satsuma and Sanuki, paper in Tosa, Shinano, and Echigo—to mention 
only the most important industrial raw materials and finished products. 

Production in these and other branches of industry centered in the 
peasant family where handicrafts supplemented farm employment; 
nonetheless, total industrial production was considerable. To be satis- 


14 Takemoto Ryihei, writing about 1804, thought there were one or two goné families per 
ten villages. Kanno saku, p. 586. 

15 [bid., pp. 585-86. 

16 In Minkan seiyd, as quoted by Tsuchiya Takao, Hdken shakai no kéz6 bunseki (An Analysis 
of the Structure of Feudal Society), (Tokyo: Keiso shobd, 1950), p. 229. 
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fied on this score one need but consider that, by 1800, no less than 
twenty per cent of the country’s population lived in cities and towns.” 
There were, of course, city artisans to cater to needs; but they were 
hampered by guild restrictions in meeting the demands of a mass urban 
market, now being swollen by rural consumers. Besides, city workers 
could not compete with peasants whose labor costs were less rigid, since 
for them handicraft merely filled the troughs of agricultural employ- 
ment. Industry had consequently moved increasingly to the country- 
side,'® where it was both less encumbered and nearer raw materials and 
water power and hence costs were lower. 

The silk industry offers the best example of this shift, since no in- 
dustry had been so nearly a monopoly of city workers at the be- 
ginning of the Tokugawa period. By 1744, according to a Tokugawa 
edict of that year, Kyoto weavers were suffering from rural competi- 
tion.”” By 1859 they were no longer in the running: only ten per cent 
(by value) of the silk coming into Edo (Tokyo) that year was from 
Kyoto; the rest was “country stuff” (inaka-mono).” The story was 
much the same in other industries. By the end of the Tokugawa period, 
the bulk of what it took to feed and clothe the dense urban population 
came, more or less ready for consumption, from farming and fishing 
villages. Rarely did industry displace agriculture in the countryside, 
but in many places it assumed a position of nearly equal importance.” 

As rural industry developed, its organization became increasingly 
complex. There had been a time when the peasant grew his own raw 
materials and processed the.n through several stages to a finished 
product. Although that primitive stage of organization persisted, by the 
late eighteenth century production was typically broken into separate 
operations performed by different families. In the Fukushima area, one 
of the chief centers of the silk industry, one man commonly raised 
silk-worm eggs but not cocoons, others reeled yarn from the cocoons, 
and still others wove the yarn into cloth.”” Much of the raw material 





17 Furushima, Toshio, Nihon héken négyé shi (History of Agriculture under Feudalism in 
Japan), (Tokyo: Shikai shob6, 1941), p. 304. 

18 Takemoto Ryihei wrote: “In recent years, small shops and small merchants have greatly 
increased in rural areas, which is the reason for the luxury there and the impoverishment of the 
towns.” Kanno saku, p. 599. 

19 Horie Eiichi, “Kinsei kinuorigy6 no ichiba kéz6” (The Structure of the Silk Market in the 
Tokugawa Period), Keizai ronsé (Journal of Economics), LV, no. 3 (September 1942), 76. 

20 Nakamura and Asada, Shihon shugi, p. 130. 

21 Takao, “Hirano-g6,” pp. 1-21. 

22 For a brilliant analysis of trade and production in this area, see Shdji Kichinosuke, Meiji 
ishin no keizai k6z6 (The Economic Structure of the Meiji Restoration), (Tokyo: Ochanomizu, 
1954), especially pp. 146 ff. 
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for the hemp cloth for which Echigo Province was famous was im- 
ported from Aizu and Yonezawa; after being twisted into yarn by 
peasants, it was put out to specialists for dyeing, then woven into cloth 
and sold to merchants who performed the final operation of removing 
the nap.” If one may credit a contemporary description, cotton passed 
through as many as fourteen or fifteen stages between the peasant who 
raised it and the city buyer.” 

As handicraft industry became increasingly specialized, merchant 
capital penetrated production at every stage, linking one process to 
another. As capitalist and organizer no one could compete with the 
wealthy peasant, who knew the needs of the local market, the character- 
istic defects or excellences of local products, and even the reliability and 
quality of workmanship of individual workers. Moreover, he was a 
person of standing and influence in his village who might be unloved 
but not overlooked. Nor were the activities of géné limited to buying, 
selling, and giving credit; often the rural capitalist put out raw ma- 
terials and even tools to peasant handicraft workers, taking the finished 
product and paying wages in return. 

How much rural industry was organized under the putting-out sys- 
tem, it is impossible to say; but it is certain that the system was very 
common and gave rise to enterprises of fair size. In reckoning what a 
peasant family could earn by papermaking during the winter months, 
Okura Nagatsune (1768-?1850) took it for granted that his “typical” 
family would work for wages.”” The accounts for 1867 of a wealthy 
peasant living near Fukushima show him buying silk yarn and selling 
silk cloth on a considerable scale, although he owned but 2 looms him- 
self.** A Shinshu village record of 1840 shows one man putting out 
basins and cocoons for reeling silk yarn to 67 families and another to 
21.” In g Sesshu villages in the early nineteenth century, there were 40 
master weavers (orimoto) who put out cotton and looms to an average 
of 25 families each.** Many examples of putting-out on this scale could 
be cited for these and other branches of industry. 





23 Kitajima Masamoto, “Késhin-chi ni okeru némin-teki shukégyd no seikaku’” (Peasant 
Handicraft Industry in Backward Areas), Nihon shi kenkyu (Studies in Japanese History), no. 
12 (June 1950), pp. 16-17. 

24See Okura Nagatsune’s account of 1834; quoted in Shinobu Seizaburd, Kindai nihon 
sangy6 shi josetsu (An Introduction to the History of Modern Industry in Japan), (Tokyo: Nihon 
hydronsha, 1942), p. 51. 

25 Kajinishi Mitsuhaya, “Kindai Echizen seishi-gyd to ryitsi’” (The Paper Industry and Paper 
Trade in Echizen in Modern Times), SKS, XIX, no. 1 (August 1953), 16. 

26 Shoji, Meiji ishin, 193-94. 

27 Horie Eiichi, Héken shakai ni okeru shihon no sonzai keitai (Modes of Capital in Feudal 
Society), (Tokyo: Nihon hyéronsha, 1949), 106-07. 

28 Nakamura and Asada, Shihon shugi, p. 140. 
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Sometimes the merchant-manufacturer, who was usually also a 
farmer and landlord, began to organize production in his own home or 
in adjacent buildings. Such enterprises were typically small, but there 
were many of them. In the tiny provincial town of Kiryi, for example, 
there were in the early nineteenth century 260 weavers, owning a total 
of some 1,500 looms—an average of about 6 each; and since there was 
wage labor in this area, it may be assumed that many employed extra 
hands rather than put out their surplus looms.” A certain Sawada of 
Otsu village in Izumi Province is said to have established in 1837%° a 
cotton mill equipped with 80 looms. The accounts of a landholding 
family in Oshu, for the year 1873, show it employing up to 30 workers 
a day, chiefly in producing silk-worm eggs; and this was not a recent 
enterprise. A document of 1760 states that 120 buyers, some from as far 
away as Shinshu, visited the home of this same family that year to con- 
tract for silkworm eggs.” Large-scale manufacturing was the rule in 
sake-making, which required relatively heavy equipment. Village 
brewers, who were notorious as landlords,** commonly employed from 
50 to 100 workers a day during the producing winter months; and in 
some parts of the country their operations reached a scale where it was 
efficient to entrust the recruitment of workers to labor contractors.” 

It must not be imagined that rural industry developed free of political 
interference. For fear it would divert necessary labor from agriculture 
and harm the interest of city artisans, who spoke through influential 
guild organizations, both Shogun and daimyo were forever forbidding 
peasants to engage in trade or industry, exhorting them to devote them- 
selves unremittingly to agriculture. Since neither prohibitions nor ser- 
mons had much effect, the government soon learned to exploit trends 
it could not stop. By the early nineteenth century the Shogunate and 
local lords nearly everywhere discovered essentially the same means 
of tapping rural industrial wealth. Key finished products and raw 
materials could be sold legally only to certain licensed merchants who 





29 Shinobu, Sangyd, pp. 11-15. 

30 Toya Toshiyuki, Kinsei négy6 keiei shiron (Essays on Farm Management during the 
Tokugawa Period), (Tokyo: Nihon hydronsha, 1949), p. 33. 

31 Shdji, Meiji ishin, pp. 169-70, 174. 

32 Tenants sometimes paid their rent in part by working for their landlords in sake-making— 
an illustration of the way agricultural and industrial relations often overlapped in the village. 
Matsuki Tsuyoshi, “Hirosaki han ni okeru shuzdgy6 shuz6 shihon oyobi keiei keitai ni tsuite’” 
(On the Brewing Industry in Hirosaki, Its Capital and Management), SKS, VII, no. 3 (June 
1937), 103-4. 

33 Yamamoto Saburo, “Tokugawa jidai no shuz6 rédésha” (Labor in Sake-making during the 
Tokugawa Period), SKS, V, no. 12 (March 1936), 58—59.. 
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were either agents for a government monopoly or members of guilds 
whose monopoly the lord backed and whose profits he shared.** 

However different the details of organization, these monopolies had 
the same purpose: to depress the producer’s price in favor of city whole- 
salers and aristocratic allies. Consequently, the monopolies met with 
fierce resistance. Often resistance went no further than petitioning the 
government to abolish an offensive monopoly or restrict its scope; but 
the peaceful procedure and pious language of such requests were mis- 
leading. Over a thousand villages scattered through three provinces 
selected representatives, set up headquarters in Osaka to protest against 
certain Osaka merchant guilds, and, despite repeated disappointments, 
continued to press their case intermittently from 1823 to 1865.°° Un- 
doubtedly powerful interests were engaged and the petitioners were in 
earnest. Petition movements that started peaceably, moreover, often 
ended in peasant rioting, aimed most conspicuously at the persons and 
property of guild merchants or their agents. 

Significantly, village headmen and lesser village officials, who of all 
peasants had the largest stake in local trade and industry, were promi- 
nent as organizers and leaders of uprisings and petition movements 
directed against monopoly.** It seems unlikely that the uprisings had 
conscious political objectives; but the génd who often led them were 
also not slow to support others with larger aims when a revolutionary 
movement appeared among the warrior class. If their support was not 
critical to the success of this predominantly warrior movement, it was 
nonetheless magnificently rewarded. Where the Tokugawa had shack- 
led economic development and enforced hateful class distinctions, the 
new regime took energetic measures to promote enterprise and gave 


34 For a general treatment, Horie Yasuz6, Waga kuni kinsei no sembai seido (Commercial 
Monopolies in the Tokugawa Period), (Tokyo: Kaizdsha, 1933), p. 281; for additional ex- 
amples: Furushima Toshio, Edo jidai no shohin ryutsé to kotsi (Transport and the Movement 
of Commodities in the Edo Period), (Tokyo: Ochanomizu, 1951), pp. 25-31; Iwai Tadakuma, 
“Komatsu kinu no hatten” (The Development of Komatsu Silk), Shirin (History), XXXIV, no. 1 
(February 1951), 50; Otsuki Hiromu, ‘Awa han ni okeru haran sembai seido no seiritsu katei” 
(The Establishment of the Monopoly System for Indigo in the Awa Han), Keizai ronsé (Jour- 
nal of Economics), LXXIV, no. 5 (November 1954), 70-76. 

35 Tsuda Hideo, “Héken shakai hékai-ki ni okeru ndmin t6s6 no ichi ruikei” (One Type of 
Peasant Resistance under Feudalism in the Period of Its Collapse), Rekishi gaku kenkyu (Studies 
in History), no. 168 (February 1954), 3-4. 

36 Shoji, Meiji ishin, pp. 211-16; Wakita Osamu, ‘“Sekka watasaku chitai ni okeru nomin 
doko” (Peasant Movements in the Cotton Area of Settsu and Kawachi Provinces), Keizai 
ronso, LXXIV, no. 5 (November 1954), 47-51. Okamoto Rydichi, “Daitoshi no uchikowashi to 
sono shutai seiryoku” (City Riots and Their Chief Elements), Nihon shi kenkyi, no. 12 (June 
1950), 44-47; Shibumizu Takasuke, ‘‘Niigata s6d6 oboegaki” (A Note on the Niigata Rising), 
Rekishi hydron (History Review), no. 31 (September 1951), 53-60. 
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free rein to talent. It did this by striking down old monopolies, abolish- 
ing legal distinctions among classes, establishing universal education, 
withdrawing restrictions on the sale and cropping of land, and making 
possible free choice of occupation. 


Ill 


Despite increasing investment in trade and industry, gonod did not 
liquidate their interests in land. They did tend to reduce the scale of 
their farming operations, giving more and more land over to tenants, 
but at the same time they typically expanded their landed holdings: in 
a sense their rural roots went deeper as they turned increasingly from 
agriculture to enterprise. Although no one would deny this fact, the 
reason for it is something of a puzzle, since the consensus of scholarly 
opinion holds that agriculture in the Tokugawa period generally 
yielded no surplus to the cultivator,*” so heavy were the taxes on land.** 

A possible answer lies in the variable relationship of taxes to yields 
on individual holdings. Takemoto Rywhei was but one of many ob- 
servers who remarked on this. “Fields owned by small holders,” he tells 
us, “pay heavy taxes without exception. However, gono skillfully culti- 
vate rich fields that are lightly taxed, and since yields are high and taxes 
low on their land, they make a profit.” *° Since the land tax was heavy 
everywhere, taking from thirty to seventy per cent or more of gross 
product, a notable and general discrepancy in the rate of taxation on 
holdings of different types might explain why géno were investing in 
land when it would appear they should not. 

Agricultural yields were changing scarcely less rapidly than the 


37 Of course génd did not cultivate most of their land themselves; as noted above, they 
typically gave most or all of it over to tenants. But this merely deepens the puzzle since on 
tenant land they had to divide product with the cultivator; moreover, tenant cultivation climi- 
nated the possibility of economies from large-scale farming. 

38 While few scholars have analyzed this question closely, one gets a distinct impression of 
consensus from the all but universal use of such phrases as “impoverishment of the peasantry”; 
and this impression is strengthened by the most careful study of the subject to date, Toya, 
Négyo keiei, pp. 41-73. In this important work, Toya tried to formulate a typology of 
Japanese agriculture, setting up two basic types, “northeastern” and “southwestern,” which 
were distinguished by different crops, fertilizers, degrees of commercialization, and other 
criteria. Each type he illustrated for the Tokugawa period by a number of farm budgets. Almost 
without exception, those budgets showing a net profit on a holding after taxes, food, and other 
costs, he took to represent a “special southwestern type” of agriculture—leaving the distinct 
impression that holdings operating in the red were the norm for both of the two basic types. 
This is also the impression contemporary writers give us. For example, Minkan seiyd, pp. 275-76, 
291-92. 

39 Tsuchiya, Héken shakai, pp. 234-35. 
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economy as a whole during the Tokugawa period. For as commercial 
farming focused the peasant’s attention on yields and brought him into 
contact with farming in other parts of the country, his routine, outlook, 
and technology changed.” He began to supplement natural fertilizers, 
in short supply in most parts of the country, with oil cakes, dried fish, 
city nightsoil, and other fertilizers which he bought. Heavier fertiliza- 
tion not only improved his soil but, along with increased use of animals, 
permitted him to plow more deeply. Partly for this reason and partly 
because laborsaving innovations in harvesting allowed a winter crop 
to be planted hard on the fall harvest, double and even triple cropping 
became far more common. At the same time improved engineering and 
heavier investment in irrigation works, financed mainly by private 
capital,** made it possible to bring new land under cultivation and in- 
creasingly to convert dry fields to paddy. 

Other innovations, requiring less capital outlay, were scarcely less 
important in raising productivity. New strains of rice were being de- 
veloped, or existing strains, which by the end of the Tokugawa period 
probably totaled over two thousand, were becoming more widely 
known; thus the farmer had many more varieties from which to 
choose in adapting plants to peculiarities of soil and climate. Seeds, too, 
were being more carefully selected by techniques that were not novel 
but were disseminated rapidly. In some areas the spread of knowledge 
resulted in much lighter sowing. Insecticides were coming into use; 
weeding became more intensive as fields began to be planted in evenly 
spaced rows to assure the maximum number of plants without crowd- 
ing; a crude rule-of-thumb rotation came to be practiced on unirrigated 
fields. Moreover, to exhort the peasant to improve his farming and to 
tell him how, a large number of technical books were published after 
1697,” most of them written in simple, direct language that he or his 
more literate neighbor could understand. 

Improved techniques and stronger incentives brought an increase in 
productivity that must have been very large for the country as a whole, 


40 This paragraph is based largely on Furushima Toshio, Nihon nogy6 gijutsu shi (History 
of Agricultural Technology in Japan), (Tokyo: Jichdsha, 1950), 2 vols. 

41 Tobata Seiichi (ed.), Nihon négyé hattatsu shi (History of the Development of Japanese 
Agriculture), (Tokyo: Chiié k6éronsha, 1953-), I, pp. 44-46. 

42 Although not the first book of its kind, the great work of Miyazaki Yasusada, Ndgyo 
zenshu, published in 1697, was notable for its practical reformist spirit and pronounced empirical 
outlook; hence it may be considered the first “‘scientific” treatise on agriculture. It was followed 
during the next century by a spate of technical books on farming and farm implements, many 
of them more specialized and marking a distinct advance in knowledge; but few general works 
were superior or more practically arranged, and none had a more lasting influence. 
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although adequate statistics are lacking. The most reliable figures are 
from records of output kept by individual peasants, who had no wish to 
fool themselves as the village always did the tax official. These records 
rarely include data on area under cultivation for different crops and re- 
quire hazardous interpolation. But some do not. A record kept by suc- 
cessive generations of a headman family gives annual production data 
covering the period 1787-1888 for five fields of constant size in Aki 
Province. On all three fields planted to a single crop (rice) throughout 
the entire period, yields by ten-year averages increased more than fifty 
per cent. Taking the decade 1787-1797 as 100, yields on the field show- 
ing the largest increase rose in successive decades as follows: 100, 116, 
126, 149, 148, 166, 165, 171, 171.*° An agricultural journal kept continu- 
ously from 1720 to 1942 (!) in a farm family in Musashi Province shows 
an erratic, but significant, increase in barley yields; by five-year averages, 
at intervals of about thirty years, the increase per unit of land (tsuka) 
was as follows: 4.0 20, 4.5 to, 4.5 20, 3.6 £0, 4.5 to, 4.9 to. (1 to equals 18 
litres). On the same holding there was a gradual shift between 1728 
and 1757 from dry to irrigated rice that must have brought a more 
important increase in yields.“ 

If some peasants achieved remarkably sustained and steep increases in 
yields, others did not. No two fields were exactly the same in soils, 
drainage, accessibility, nor any two holdings identically composed; 
and families were not precisely similar in all respects significant to 
farming. But of all factors tending to produce notable difference in 
quality of farming, none was so important as ability to invest, at least 
in the opinion of local officials. They noted that the well-to-do peasant 
could buy fertilizer, keep his tools in repair, plow deeply with horse 
or bullock, hire extra hands at the peak agricultural seasons, and work 
besides on a full stomach.” If he farmed poorly it was his own fault, but 
the poor peasant’s poverty kept his farming poor. Strangely, this for- 
mula seems never to have been reversed, that is, to explain well-being 
from good farming and poverty from poor. The facts probably argued 
too strongly against it.*° 


43 Gotd Y6, “Jaiku seiki sany6 seiji ndson ni okeru find keiei no seikaku” (The Farming of 
Wealthy Peasants in the Sany6 Area in the 19th Century), Shigaku zasshi, LXIII, no. 7 (July 
1954), 52-54. 

44 Toya, Négyd keiei, pp. 340-44. 

45 See the memorial of a Sendai samurai in 1726, quoted by Tsuchiya, Hdéken shakai, p. 234. 

46 Another factor may have been the Confucian conviction that poverty and even depravity 
were evils produced by malgovernment, and hence not ultimately the fault of the persons suffer- 
ing from them. 
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IV 


Once productivity in agriculture began to change rapidly and at 
differential rates, it was quite impossible to tax all holdings uniformly. 
The land tax ** was assessed on villages rather than individual holders. 
To know the taxable capacity of each village in the lord’s domain 
periodic land surveys (kenchi) were made. Since these surveys required 
a massive administrative effort, they were more nearly decennial than 
annual events and were not all equally rigorous. Ideally, however, the 
hundreds, and in some cases thousands of fields, in a village were sur- 
veyed and graded. Frequently a part of each field was test-harvested 
(tsubo-kari) under the eye of an official to help in the grading which 
established the supposed yield per unit of land. Usually there were four 
grades each of paddy and unirrigated land; for example, grade A paddy 
might be that estimated to yield 1.5 koku of unhulled rice (or rice 
equivalents) per zan, B, 1.3 koku, C, 1.0 koku, D, .70 Roku; and there 
were subdivisions between each neighboring pair of grades. Area times 
yield (that is grade) gave a figure for each field known as kokudaka—a 
term that might be freely translated as “registered yield’—and the 
kokudaka of individual fields gave a similar figure (also called koku- 
daka) for individual holdings and for the village. 

Village kokudaka was not the only factor that officials liad to take 
into account in setting the land tax. They also had to consider whether 
the village was rich or poor, whether it had income from handicrafts, 
how far its tax rice had to be transported for payment. Above all they 
had to estimate the size of the harvest, which might correspond to 
kokudaka in some years but vary sharply from it in others; otherwise 
the village would be too heavily taxed one year, too lightly the next. 
There were two methods of taking annual fluctuations into account. 
One, called kemmi, was to estimate the crop annually as it stood in the 
fields ready for harvesting. The other, known as j6men, was to set the 
land tax for a period of years; for instance, three, five or seven, on the 
basis of average yields in an immediately preceding period.** 

Under jémen, during a period for which the land tax was set, the 


47 The land tax was commonly paid in money; but so far as I know, it was always assessed in 
kind and then converted at market prices into money for convenience in payment: hence the 
peasant could neither benefit nor lose from changes in the value of money so far as the land tax 
was concerned. 

48 There are many handbooks for officials that give detailed descriptions of the tax system; 
perhaps the best is “Jikata hanrei roku” (A Handbook on Local Administration, 1794), NKS, 
XXXI, pp. 133-86; I am indebted to Professor Horie Yasuz6 for calling my attention to this work. 
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whole of any increase in yields went to the holder. Consequently, the 
peasant whose yield increased was virtually taxed at a lesser rate than 
the holder whose yield was constant. And since the peasant who 
achieved an increase in one period was more likely than the peasant who 
did not, to achieve one in the following, the jémen system tended to 
work continuously in favor of those with means to invest.” 

The same kind of inequalities may also have occurred under kemmi. 
Contemporary observers, in complaining of differential rates of taxation 
within the village,” probably did not refer to inequalities resulting from 
the fixed tax, since these were purposeful and considered a merit of that 
system.” But how would inequalities arise where taxes were assessed 
annually? There seems but one possibility. The village land tax, after 
being set by the lord’s officials, was allocated by the village among indi- 
vidual holders in proportion to their registered yields. If so, taxes took 
a lesser percentage of actual yield on some holdings than others, and the 
kemmi system, as well as jomen, favored the improving farmer.” 

Inequality of taxation, whether under kemmi or jomen, did not 
necessarily mean a surplus for favored holders, after taxes and produc- 
tion costs were deducted. That depended on how heavily the village 
was taxed by the lord; how large a tax had to be distributed among 
holders. Because the amount assessed against the village depended on 
the output of the village as a whole—or to put it differently: on the 
“average” productivity of land in the village—a tax that would just take 
the entire surplus on some holdings would not on all. Furthermore, 
since there was an upper limit to the rate of taxation that the lord was 
bound to respect, lest the village be impoverished and revenues from 


49 The fixing of the tax for more than one year was practical only where commercial fer- 
tilizers, new plant varieties, and other advances in agriculture had given yields some degree of 
stability, eliminating at least the wildest annual fluctuations. 

50 “Taxes being light on rich high-yielding land and heavy on poor, good land comes into the 
possession of the wealthy . . . .” Takano Seiryii, a Mito scholar, writing in 1828; quoted by 
Tsuchiya, Hoken shakai, p. 235. Takemoto Ryihei makes the same point repeatedly in Kanné 
saku; see pp. 586, 592 particularly. Also see the quotations in this article. 

51 Among the advantages of j6men of which the government was conscious was its stimulation 
of productivity by taxing the peasant during a specified period at a lower rate of taxation if he 
achieved an increase in yields. A Tokugawa directive to district officials in 1768 explained the 
advantages of jomen: “Anticipating a profit peasants make every effort in cultivating under 
jomen, which moreover eliminates delay of the harvest (occasioned by inspecting the crop) so 
that the quality of rice is good, and also eliminates the expense of kemmi ... .” Kan Kikutard, 
“Matsuyama han ni okeru jomen-sei no kenkyai” (A Study of the Jémen System in the 
Matsuyama han), SKS, XI, no. 8 (November 1941), 54. 

52 Oishi Kyikei pointed out that one holding was profitable and another was not chiefly owing 
to differences in labor costs; therefore, in relation to yields after costs, holdings were taxed at 
differential rates; but observers seem to have been talking about differentials in relation to gross 
yields; this is especially clear in the quotation given in the text. Jikata hanrei roku, pp. 367-68. 
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it reduced, the rate was unlikely to be high enough to take the surplus 
on all holdings since it would then be disastrously high on most.” 

Even under an exceptionally high rate of taxation, therefore, it was 
probably possible for the improving farmer to retain for a time the 
increment from rising yields. Under j6men the time was limited to the 
period for which the land tax remained fixed. At the end of that period 
the land tax was reapportioned within the village on the basis of actual 
yields; hence the holder whose production was up in recent years found 
his tax allotment up equally or nearly so, and he started the new period 
paying the same rate of taxation as everyone else. Under kemmi the 
time was limited to the period between land surveys. For if surveys 
were both honest and accurate, each resulted in all fields being upgraded 
or downgraded so that kokudaka on each was as nearly as possible equal 
to actual yield. 

Under either system of taxation, then, any past increase in productiv- 
ity was, or should have been, eliminated as a source of future gain to 
the holder at the end of the period in which it was achieved. Since, 
however, any subsequent increase did not become taxable until the 
end of the following period, taxable yields on holdings where increasing 
productivity was sustained lagged continuously behind actual yields. 
How ample a source of holder’s surplus this lag provided depended on 
the length of the periods during which individual tax allotments went 
unrevised, or were not basically revised. 

This lag was rarely longer than a decade under j6men: but judging 
by the infrequency of land surveys in some places, it may have been a 
generation or more under kemmi. Although the kokudaka of the Hagi 
han in southern Honshu increased from 298,000 koku to 988,000 koku 
between 1600 and 1762, there was no domain-wide survey from 1686 to 
1762. An author writing in 1841 asserts that there was no land survey 
in Matsuyama han between the Bunroku era (1592-95) and the Empo 
era (1673-1680).”° If part or all these areas were under kemmi during 
these periods, gross inequalities in taxation must have resulted. Indeed 
an official of the Matsuyama han called attention to them. “Now one 
peasant whom we may call Ichisuke,” he wrote, “is prosperous; since 
his fields are actually larger *° than registered and their yield higher, 





53 Officials were quite aware of the dangers of overtaxation and presumably were at pains to 
avoid it. Idid., pp. 134-37. 

54 Miwa Tamenari, “Kya Hagi han ni zeisei” (Taxation in the Hagi Aan), SKS, VIII, no. 3 
(March 1939), 22. 

55 Kan, “Jomen-sei,” p. 97. 

56 This must refer to “hidden fields”: fields under cultivation but not registered for taxation 
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cultivation of his holding is profitable. But Nisuke’s holding is smaller 
and its yield less than registered, so however hard he works there is 
never profit but only bitter suffering. Within your lordship’s domain 
there are many cases like these two... .”™" There were similar cases 
elsewhere. In Kebuyama village, in modern Iwate Prefecture, there was 
no land survey between the Emp6 era (1673-1680) and 1864; and dur- 
ing the last sixty-nine years of this period at least, the village land tax 
remained virtually unchanged. How far taxable yield fell behind actual 
yield on some holdings as a consequence, is suggested by the fact that as a 
result of the new land survey in 1864, the village land tax was increased 
by 52 per cent! * 

These were no doubt exceptional cases, but systematic search would 
almost certainly turn up many more of the kind. However, even under 
the more normal interval of ten or fifteen years, increasing productivity 
could turn a marginal holding into one showing a consistent surplus. A 
slow but steady increase in yields not taken by taxes would result in a 
considerable annual surplus at the end of a decade; and on some hold- 
ings the rate of increase was by no means slow. In successive decades on 
one field of the holding in Aki Province cited earlier, it was 16 per cent, 
Io per cent, and 23 per cent. No wonder a peasant putting down his 
views on farming, presumably for the edification of his heirs or neigh- 
bors, exclaimed: “If on fields yielding ten koku, eleven can be har- 
vested: this is the treasure of a family!” If a man but cultivated the 
right crops in the right way, in his view neither taxes nor flood nor 
drought could keep him from prospering.” 

As noted earlier, it was only the man with reserves for investment 
or uncommon ability to forgo consumption in order to invest who 
could beat a high and rising tax rate such as that which has been as- 
sumed. If any farmers were in this position, gdnd were. They were, 
moreover, in a position to buy up land from others. Buy they un- 
doubtedly did: either because they could make land pay that others 





because “‘hidden’’ at the time of a land survey, or brought under cultivation between surveys but 
not reported. Jikata hanrei roku, pp. 106-7. 

57 Kan, “Jomen-sei,” p. 97. 

58 Yagi Hodai, “Bakumatsu-ki ni okeru tohoku chihd néson no shakai keizai k6z6" (The 
Social and Economic Structure of the Tohoku Village in the Late Tokugawa Period), Rekishi 
gaku kenkya, no. 184 (June 1955), 15-16. 

59 The manuscript of this treatise, which comes from a village in Kawachi Province and is 
thought to date from 1695, is published in Nomura Yutaka (ed.). Kawachi Ishikawa mura 
gakujutsu chosa hokoku: kinsei sonraku shiry6 (A Field Report on Ishikawa Village, 
Kawachi Province: Historical Materials on the Village from the Tokugawa Period), Osaka: 
Ueda seibund6, 1952), pp. 365-80; especially pp. 370, 375. 
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could not, or because the land tax was generally less oppressive than 
imagined. In any case, land was profitable for gdnd; this is certainly one 
of the most important facts of modern Japanese social history. 





V 


Without space and knowledge to explore fully the consequences of 
gono investment in land, comments on the subject must be very brief, 
general, and tentative. 

1. At atime when wealthy peasants were turning increasingly to com- 
merce and industry, ownership of land kept them in the village, assur- 
ing their dominance of rural Japan. For in communities that were 
preponderantly peasant, land was a source of prestige and power such 
as other forms of wealth never were. Moreover, holding more land than 
they could work themselves, gén6 gave part or all of it over to tenants 
who were wholly or partly dependent on them; this was at a time when 
relations of patronage and dependence were generally rationalized in 
terms of the strongest obligations of kinship. In any case, as the largest 
landholders in the village, gén6 spoke with authority on such matters 
as the management of common land, the maintenance and extension 
of the irrigation system, the allocation of water for irrigation, the up- 
keep of roads and bridges. Since every peasant family had to bow to 
community decisions on such matters, lest the communal bases of 
agriculture be disrupted by individualistic dissent, génd influence 
spread beyond immediate dependents throughout the village. When one 
adds to these elements of power, the cultivated web of intermarriage 
that united wealthy and cultured families, it is not surprising that génd 
or their nominees had a virtual monopoly of village office and that out- 
side the village they spoke, not as individuals, but as representatives of 
whole communities. This authority had as much to do as their wealth 
with making them valuable political allies at a time of crisis within the 
ruling class. 

2. If gén6 were politically potent by virtue of their rural roots, they 
were also vulnerable. Commercial agriculture and developing handi- 
craft industry were steadily sharpening class antagonism and awareness 
of individual interest within the village. Wealthy peasants must have 
been conscious of the danger implicit in the weakening of village solli- 
darity and must have understood instinctively that safety for them lay 
in maintaining the unbroken routine and discipline of everyday village 
life. It took no extraordinary imagination to see that pent-up frustra- 
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tions and resentments, once vented, might in a twinkling turn gond 
from village patriarchs into village “exploiters.” Besides, near the end 
of the Tokugawa period, peasant uprisings increasingly took on the 
coloring of class struggle within the peasantry, making the danger 
explicit. Peasant rebellions, however, would not stop so long as peas- 
ants—including wealthy peasants—felt themselves oppressed by war- 
riors. The issue, therefore, was to change power and policy at the 
highest levels of government without engaging the peasant masses: a 
problem that was solved for the gon6 when a fissure appeared and wid- 
ened within the ruling warrior class, inviting alliance with its disaffected 
members. That the alliance helped bring new men to power seems 
probable; and the need to maintain the alliance, in the early years of the 
new government when power was insecure, may have shaped its uses 
significantly. Certainly there was little in the revolutionary legislation 
of the first decade of the Meiji period that gén6 could not enthusiasti- 
cally support. If there was no conspicuous broadening of the base of 
government, this was no loss to the rulers of Japanese villages. They 
had no instinct for popular government or emotional attachment to its 
slogans, and their dominion would have been as surely threatened by its 
practice as would that of the new central government. 


Tuomas C. Smitu, Stanford University 


60 Peasant rebellions at the end of the Tokugawa period were like many another great social 
struggle: their class character was ambiguous. They were directed, perhaps not consciously but 
certainly in implication, against the warrior class and the institutional arrangements supporting its 
privileged and exploitive position. But once a rebellion broke out, violence was sometimes di- 
rected also against the upper stratum of peasants, who in the eyes of less fortunate peasants often 
seemed agents of the ruling class or perhaps just hateful in their own right. Sometimes, too, there 
were struggles within villages that were not set off by the eruption of violence against the mili- 
tary class. Attempts on the part of groups of peasants to unseat or “‘recall,”’ so to speak, a head- 
man were not uncommon in the decades immediately before the Restoration. See for example, 
Hattori Kentaro, “Musashi no kuni, Saitama gun, Mugikura mura” (Mugikura Village, Saitama 
County, Musashi Province), Mita gakkai zasshi, XLIV, no. 2 (February 1953), 17-21. 





Prices in Russia in the Sixteenth Century * 


HE thesis that long-term price movements in medieval and early 

modern periods were the results of changes in the supply of 
precious metals has been questioned by a number of historians who 
believe that fluctuations in population provide a more fundamental 
explanation." These men point out that if changes in the supply of 
money were primarily responsible, the secular rise and fall of prices 
would have been approximately the same for all commodities. Actually, 
agricultural prices rose and fell faster and more sharply than did the 
prices of industrial goods. It is claimed that these price changes and 
the lack of synchronization between them can be satisfactorily ex- 
plained by changes in the size of population: 


When population rose, agriculture expanded under conditions which econ- 
omists would recognize as those of steeply diminishing returns, and agricultural 
prices were bound to rise. On the other hand, when population fell, supplies 
of agricultural products would be more plentiful, relative to the amount of 
resources engaged in their production and relative to the demand for food, and 
prices would be correspondingly lower. A rise and fall in population would also 
have a so-to-speak selective effect on prices in that they would produce a corre- 
sponding movement in the prices of agricultural products, but would have 
little effect on prices of commodities not greatly subject to diminishing returns, 
i.e., most industrial products.” 


The prices about which this debate has revolved are those of western 
Europe. A recent study by A. G. Man’kov, a Soviet scholar, provides 
some valuable data on price movements in Russia during the sixteenth 
century.’ There are, unfortunately, many gaps in this presentation 


*I am indebted to Professors F. C. Lane of the Johns Hopkins University and D. S. Landes of 
Columbia University for their advice and comments on this paper. 

1 For recent expositions of this view see W. Abel, Wiistungen und Preisfall im spatmittelalter- 
lichen Europa,” Jahrbiicher fiir Nationalékonomie und Statistik, CLXV (1953), and M. Postan, 
“Die wirtschaftlichen Grundlagen der mittelalterlichen Gesellschaft,” idid., CLXVI (1954). This 
latter article is an elaboration of earlier paper by Mr. Postan, in English, in IX¢ Congrés Interna- 
tional des Sciences Historiques, Rapports, Vol. I (Paris, 1950). Cf. also W. Abel, Agrarkrisen und 
Agrarkonjunktur in Mitteleuropa vom 13. bis zum 19. Jahrhundert (Berlin, 1935), pp. 48-72, 
157-58; and M. J. Elsas, Umriss einer Geschichte der Preise und Léhne in Deutschland (Leiden, 
1936-1949), Vol. II, Part B, pp. 85-92. 

2 Postan in Rapports, 1, 232-33. 

3 A. G. Man’kov, Tseny i ikh dvizhenie v russkom gosudarstve XVI veka [Prices and their 
movement in the Russian state of the sixteenth century] (Moscow, Leningrad, 1951). Man’kov’s 
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(through no apparent fault of Man’kov’s) so that it is not possible 
to fit the facts of the Russian experience neatly into one or the other 
of the theories that have been proposed to explain price trends in the 
west. But when the data are placed within the context of Russian 
economic development during the period—as is done in the latter part 
of this paper—some tentative conclusions seem justified. 

Mr. Man’kov had distinguished predecessors in the field of sixteenth- 
century Russian price history. In the closing years of the last century 
two of Russia’s most eminent historians, V. O. Kliuchevskii and 
N. Rozhkoy, tried to compute the changes in the buying power of the 
sixteenth-century ruble in terms of the ruble of the last part of the 
nineteenth century by a comparison of sixteenth- and nineteenth- 
century grain prices. Kliuchevskii arrived at the conclusion that al- 
though there was much fluctuation through the sixteenth century, the 
general price level remained pretty much unchanged. He estimated 
that the ruble of the first half of the sixteenth century was worth 63-83 
late-nineteenth-century rubles; and that of the second half of that 
century, 60-74." 

Rozhkov disagreed with these findings. He figured that the ruble 
in the first half of the sixteenth century was worth 94 and in the 
second half only 24-25 late-nineteenth-century rubles. The price of 
grain, according to his calculations, rose steadily from 1530 on, while 
there was a drop in the prices of other commodities—horses, cattle, 
land—for which he presented data. Rozhkov related these price move- 
ments, both upward and downward, to the growth of trade, especially 
in agricultural products, and to advances in farming techniques.” 

It was not possible to choose between these conflicting views with 
any degree of certainty because, as it happened, the presentations of 
both Kliuchevskii and Rozhkov were unsatisfactory. The data they used 
were sporadic and incomplete (for example, Rozhkov based his con- 
clusions about land prices on twenty-three cases of land transfers in 
twelve scattered districts between 1513 and 1592-93); ° they considered 


article on sixteenth-century grain prices, which appeared in the periodical Istoricheskie zapiski 
[Historical records] in 1949, has been incorporated into this book. 

4V. O. Kliuchevskii, “Russkii rubl’ XVI-XVIII vv. v ego otnoshenii k nyneshnemu” [The 
Russian ruble of the sixteenth to eighteenth centuries in its relation to the present ruble], re- 
printed in Opyty i issledovaniia [Experiments and investigations] (Petrograd, 1918), pp. 126-27, 
141, 183. 

5.N. Rozhkov, Sel’skoe khoziaistvo moskovskoi Rusi v XVI veke [The rural economy of 
Muscovite Russia in the sixteenth century] (Moscow, 1899), pp. 202-19, 283-86, 495-97. 

6 Tbid., pp. 216-17. 
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only a few commodities; and the comparative method they employed 
is an unsatisfactory one. 

Many of these shortcomings have been overcome by Man’kov. He 
uses a much wider and more consistent collection of data than did 
his predecessors; he includes prices for nearly all the chief products 
of Russian agriculture and industry of the time; and he has avoided 
the inadequacies of their method. He points out, however, that there 
were serious difficulties he was unable to overcome because of the 
exiguity of the data and the casual or unique character of many of 
the prices he did find. In a poorly developed market, prices often bear 
no relation to other prices paid for the same good. 

Man’kov drew his material from a wide collection of sources, chiefly 
archival, and especially from monastic account books. The prices in 
the main are from four districts: the White Sea littoral, in the sixteenth 
century one of Russia’s most active trading areas; Vologda, north of 
Moscow and lying athwart some of the chief trade routes; Volo- 
kolamsk, between Moscow and Novgorod, and seat of the great Joseph 
of Volokolamsk Monastery; and Moscow itself, the single most im- 
portant trading center of the realm. 

The book is divided between pages of text, tables, and an appendix 
that includes a short study of paper prices. The tables are of two types, 
one giving the actual price for individual commodities by place and 
year, the other presenting price indices, with 1594-1600 prices as the 
base. There are great gaps in the data. Most—and for some com- 
modities all—of the prices are for the second half of the sixteenth 
century. Man’kov does not indicate how many prices he has for each 
commodity, except for honey, wax, pitch, and tar (190 transactions in 
honey and 140 in wax, pitch, and tar), nor the quantities sold. The 
price he lists for a given time and place is the average of a number of 
prices charged for the good, but in view of the paucity of the sources, 
it seems very likely that for many years he found records of only a 
few transactions involving but small quantities of the commodity. 
Indices constructed on the basis of such slim data are obviously of 
questionable value. 

The material presented by Man’kov shows that the price of grain 
was much higher in the second half of the sixteenth century than it 
had been in the first half. The information for other agricultural 
products and for forest products, though more scarce, also indicates a 
price rise. For industrial goods the data are not adequate, but what 
there are point to an upward movement. Man’kov, however, has gone 
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much beyond the limits allowed by his evidence when he concludes 
(pp. 99-100) that there was a general increase in prices in sixteenth- 
century Russia analogous to the “Price Revolution” in the West (there 
may well have been, but his data do not prove it), that the prices of 
agricultural and forest products rose three to four times between the 
beginning and end of the century and one-and-one-half to two times 
in the second half of the century alone, and that those of industrial 
goods doubled in the second half of the century. 

The most important commodity in the economy was grain, with 
rye as the chief variety, followed by oats and barley. Under normal 
conditions Russia produced enough grain to meet its own needs, and 
usually there was a carry-over. Very little grain was exported. Accord- 
ing to Man’kov the course of grain prices in Russia was much the 
same as it was in western Europe and specifically in France, Spain, 
and Germany. Examination of the grain price series for these lands, 
however, shows that their prices went through a much more uniform 
upward movement than did those of Russia and continued to rise 
throughout the century.’ Man’kov presents data for only eleven of 
the years of the first half of the century. Obviously this is not enough 
information to permit any firm conclusions about the course of prices 
during this period. These scattered prices, however, do show an up- 
ward trend: for example, with the 1600 price as 100, the price of 
rye at Novgorod-Pskov was 15 in 1500, II in 1504, I5 iN 1524, 41 in 
1543, and 62 in 1544. In 1548 and 1549 grain prices skyrocketed because 
of scarcity. They then fell back but remained at a much higher level 
than they had been in the first half of the century. Man’kov reports 
prices for rye for all but two of the years from 1550 through 1600, oat 
prices for 34 and barley prices for 20 of these years. Despite these 
gaps and the considerable variation in price between regions, he 
constructed what might be termed a “national” grain price index.. In 
view of the shortcomings of the data the value of this calculation is 
questionable; still, it gives an idea of the course of grain prices. Thus, 
Man’kov’s decennial index for the last five decades of the century is 
as follows (1600 = 100): 

1551-1560 103 
1561-1570 113 
1571-1580 97 


1581-1590 136 
1591-1600 94 


7 Abel, Agrarkrisen, pp. 57, 174; E. J. Hamilton, American Treasure and the Price Revolution 
in Spatn, 1501-1650 (Cambridge, Mass., 1934), pp. 322-27, 348-53. 
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Man’kov, of course, recognizes the high degree of fluctuation and 
goes to considerable effort to explain its causes and significance (pp. 35- 
39). He attributes it to both local and country-wide conditions. Among 
the local causes were such things as crop failures, the effects of battles 
and Tatar razzias in reducing local production, and difficulties in trans- 
porting the crop to market. The non-local causes were wars, social 
upheavals, and economic crises, devastating whole regions, ruining the 
peasantry, and causing a general decline in productive capacity. On the 
basis of material from the last decade of the century that show that 
seasonal fluctuations were not more than +10 per cent Man’kov argues 
that these variations were not significant and that they tended to be 
smoothed out by the carry-over from the preceding year. Finally, in- 
ternal tariffs and tolls and the venality of officials were factors in un- 
settling prices. His conclusion is that local conditions were of the most 
importance in causing fluctuations, but that the growth of regional and 
interregional trade in the sixteenth century, that is, the beginning of the 
development of what Soviet scholars call the “all-Russian market,” re- 
duced the importance of local conditions. The data show that, at least 
in the latter part of the century, there was a reasonably steady differen- 
tial between prices in different regions, indicating a definite and regular 
relationship between these markets. The pattern, as could be expected, 
was for prices to vary directly with the severity of local geographic and 
climatic conditions and the distance from the producing areas. There 
were a number of years, however, when there were significant devia- 
tions from this pattern, presumably, as Man’kov points out, because of 
some purely local condition affecting just one market. 

Prices found by the author for livestock, meat, butter, hops, honey, 
wax, tar, hemp, flax, and hay show an upward trend especially in the 
last decades of the century. The most complete of these series is for 
livestock, primarily horses, with prices for thirteen of the years between 
1500 and 1550 and for all but two of the years of the second half of the 
century. The slim data for the first half of the century indicate that live- 
stock prices showed a tendency to rise. In the latter part of the century 
they continued to go up, but not as much as did grain prices. Man’kov 
explains that this was because the growing urban markets were able 
to meet much of their livestock demand from the natural increase of 
their own animals. 

Meat and butter prices also rose less than did those for grain. Both 
series have many gaps, but the one for butter is the less incomplete, with 
notations for three years in the first half of the century and for 
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33 years after 1550. Meat price changes closely paralleled those of 
butter. Fish prices seem to have remained largely unchanged. Although 
salt is known to have been one of the most important articles in Russian 
commerce, the number of price notations Man’kov located is small, and 
all are for the second half of the century. They show extremely wide 
fluctuations. He also found very few fur prices, which leads him to sur- 
mise that domestic trade in furs was unimportant in the sixteenth cen- 
tury, although there is evidence of a considerable demand for them 
from the fisc and from foreign markets. The sources for manufactured 
goods are the slimmest of all, so that Man’kov’s estimates of price rises 
for these products are subject to even more question than those for 
agricultural and forest products, although, as mentioned above, the 
available data point to an increase. Because these series are so incom- 
plete, it is not possible to compare the price changes in these industrial 
goods with shifts in agricultural prices so as to determine whether or not 
they were synchronous and of the same intensity. 

A major gap in the book is the lack of information about wages. The 
only data presented are from an article by K. N. Shchepetov on the 
agricultural operations of the Joseph of Volokolamsk Monastery.® 
Shchepetov showed that the wages paid by the Monastery to a labor 
force of about 50 landless hired laborers (known on monastic estates 
as detenyshi) rose two to two-and-one-half times between 1548 and 


1589. 


Why did prices rise? 

Man’kov’s purpose in his book is to describe price movements, and 
so he does little more than suggest that a tentative and very general an- 
swer to this question would include a fall in the value of money because 
of an influx of American treasure, the growth of the internal market, 
and the effects of the great drop in production of the 1570’s and 1580’s 
(pp. 6, 101-102). I believe it will be of interest to give a brief exposition 
of these suggested causes and to attempt an evaluation of their signifi- 
cance. 

Scandinavian and Novgorodian sources of the twelfth to fourteenth 
centuries indicate that silver was mined in the eastern reaches of the 
Novgorodian empire in the region of the Urals. It was apparently pro- 


8In Istoricheskie Zapiski, No. 18 (1946). 
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duced in sufficient quantities to attract Scandinavian pirates, cause 
trouble between Novgorod and Moscow, and possibly to have been 
exported from Novgorod to Europe by Hanse merchants.’ Marco Polo, 
enumerating in the thirteenth century the natural resources of northern 
Russia, included “many silver mines,” and early in the next century 
the Arabian traveler Ibn Batutah reported there were silver mines in 
Russia.”® This evidence has been either overlooked or disregarded by 
authorities who claim no silver was mined in Russia during this early 
era, and that all that it had was imported frony western Europe and the 
East."* Their view is supported by travelers’ accounts from the sixteenth 
century, when a number of foreigners wrote about their trips to Russia. 
None of these writers mentioned any silver production; several spoke 
of the importation of foreign coin and plate; and two of the most 
accurate reporters stated explicitly that there were no gold or silver 
mines in Russia.’* In 1482, Ivan III write to Mathias Corvinus, King of 
Hungary, asking him for men who knew how to find silver and gold; * 
eighty-five years later his grandson, Ivan IV, asked Queen Elizabeth 
of England to send him experts who knew how to locate these metals; “ 
and in 1597, in the reign of Tsar Fedor Ivanovich, the Russian envoy to 
Italy was ordered to get at any price men who knew how to find and 
mine precious metals.’* Apparently the old mines had long since 
stopped being worked and were either exhausted or forgotten. 


®Imperatorskaia Arkheologicheskaia Kommissiia [Imperial Archeological Commission], 
Vostochnoe Serebro. Atlas. . . (Eastern silver. Atlas. . .] (St. Petersburg, 1909), p. 3; L. K. 
Goetz, Deutsch-russische Handelsgeschichte des Mittelalters, Wansische Geschichtsquellen 
hrsgb. vom Verein fiir Hansische Geschichte, n.s., V (Liibeck, 1922), 277. 

10 Cited in S. de Chaudoir, Apergu sur les monnaies russes et sur les monnaies étrangéres qui 
ont eu cours en Russie (Paris, 1836), I, 5. 

11 For example, C. B. Fedorov, “Den’gi moskovskogo kniazhestva vremeni Dmitriia Donskogo 
i Vasiliia I (1359-1425)” [The money of the Moscow princedom in the time of Dmitri Donskoi 
and Basil I], Materialy i issledovaniia po arkheologiti USSR [Materials and investigations in USSR 
archeology], XII (1949), 146-47; J. Kulischer, Russische Wirtschaftsgeschichte (Jena, 1925), 
A; £87. 

12S. von Herberstein, Notes upon Russia, trans. R. H. Major, in Works Issued by the Hakluyt 
Society, X, 110; R. Barberini, Relatione di Moscovia, in Viaggi di Moscovia (Viterbo, 1658), 
p. 214. Sigismund von Herberstein’s book was held in especially high regard by other travelers 
to Russia, some of whom borrowed liberally from him for their own use. George Turberville, 
when secretary to the English ambassador to Moscow in 1568, wrote letters in verse to his 
friends about Russia and in one of them said: “A dieu dear Parker, if thou list, to know the 
Russes well,/To Sigismundus booke repaire, who all the trueth can tell.” R. Hakluyt, The 
Principal Navigations Voyages Traffiques & Discoveries of the English Nation (Glasgow, 1903- 
1905), Ill, 135. 

13 Chaudoir, Apergu, I, go. 

14G. Tolstoy, The First Forty Years of Intercourse between England and Russia, 1553-1593 
(St. Petersburg, 1875), p. 37. 

15 Chaudoir, Apergu, I, go. 
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During the Kievan era silver money had been coined at least down 
to the reign of Vladimir Monomakh (1113-1125). Then coining had 
stopped, not to be resumed until the reign of Prince Dmitri Donskoi of 
Moscow (1359-1389). Other rulers then issued coins until the time of 
Ivan III (1462-1505), when the issue of money became a monopoly of 
the Muscovite Grand Duke, coins being minted in his name for use in 
all the Russian princedoms.’® Much larger quantities than before began 
to be coined during Ivan’s reign. The coinage was primarily of silver, 
although minting of copper money began in the fifteenth century. 
These copper coins, according to John Hasse, an English merchant in 
Russia, were not used in trading between merchants but “only for the 
small purchases of the poor.” *’ Gold coins were not struck except for 
special occasions, when they were given to persons whom the prince 
wished to honor.”® 

The ruble (the earliest known use of the term is in a source dating to 
1316)’* was a money of account, the metallic currency actually in use be- 
ing silver coins that came to be called den’gi and, into the fifteenth 
century, small unminted silver bars of varying weights. In the coinage 
of Novgorod there were 216 den’gi in a ruble. The ruble itself, although 
not coined, was equal in weight to a grivenka of silver weighing 48 
zolotniki (1 zolotnik = 4.26 grams). Thus, one den’ga weighed .22 
zolotniki. In the course of time the rulers of various independent prince- 
doms debased the currency by ordering more den’gi to be coined from 
a grivenka of silver (the grivenka remained a standard unit with its 
weight unchanged).” This depreciation was aggravated by the absence 
of state control over the actual minting, which was done by private 
persons who often produced short weights and adulterated coins. In the 
Grand Duchy of Moscow in the latter fifteenth century, 432 den’gi, 
that is, double the original number, were coined from a grivenka. So the 
den’ga of Moscow weighed .11 zolotniki. Moreover in Moscow the 
ruble was valued at just 200 of these den’gi. Thus the ruble of Moscow 
was equal to 22 zolotniki (compared with 48 zolotnzki for the Novgorod 
tuble). When Moscow annexed the Republic of Novgorod in 1478, the 


Novgorod coinage was incorporated into the Moscow system at a ratio 
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of 1 Novgorod den’ga to 2 Moscow den’gi. The ruble of Moscow became 
the universal money of account and was valued at 100 Novgorod den’ gi 
or 200 Moscow den’gi. 

The debasement of the coinage continued, with up to 260 Novgorod 
den’ gi or 520 Moscow den’gi being coined from a grivenka. Finally, in 
1535, the government used the debased condition of the currency as an 
excuse to order a new coinage and to assert its right to the monopoly of 
the actual minting. The government must have been pinched for 
money, for the new currency represented a still further debasement: 300 
Novgorod den’gi or 600 Moscow den’gi were minted from a grivenka 
of silver. Now the Novgorod den’ga weighed only .16 zolotniki; the 
Moscow den’ga, .08 zolotniki; and the ruble was equal to only 16 
zolotniki, just one third of what it had been worth when it first began 
to be used as a money of account. Once this new debasement had been 
carried through, the money remained remarkably stable for the rest of 
the century, despite the troubled course of Russian internal history and 
the long foreign wars that marked this period.” 

Foreign coins circulated freely in Russia from the Kievan era on, 
though they were often melted down and used to coin Russian money. 
Silver was also imported in non-monetary form and used both for coin- 
age and as bullion.” Sixteenth-century travelers spoke of the wide use 
of foreign coins, especially of Hungarian ducats and German talers.” 
These European coins and the bullion came in through Russia’s com- 
merce with the nations lying on her western borders, particularly with 
the Germans. Novgorod had been one of the chief staples of the Han- 
seatic League, and German merchants traded actively in other areas of 
Muscovy also. After Moscow supplanted Novgorod as the chief trade 
center of the realm, German merchants settled in Moscow in numbers 
sufficient to give the name of “German Suburb” to the district in which 
they lived. In 1553 a new era in Russian commerce was opened with the 
beginning of direct trade by way of the White Sea with western Europe, 
specifically with England. The route had been discovered accidentally 
by an English expedition sent out to discover a northeast passage to the 
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Indies. In 1555 the Muscovy Company was established and given by 
Queen Mary a monopoly of English trade with Russia. The Company 
also received important privileges from Tsar Ivan IV. From 1561 to 1581, 
moreover, it had a monopoly on English trade with Persia via Russia, so 
that some of the goods shipped to Russia were destined for Persia. Pre- 
sumably these English traders brought in some gold and silver. Among 
the privileges given by Ivan to the Company in 1569 was one allowing 
the coiners of Moscow, Novgorod, and Pskov to “melt dollars and coin 
money for them.” In 1584 the Company was granted a license by the 
English government to export 1500 pounds of bullion to Russia, and in 
1597, a year of great food scarcity in England, it was allowed to take out 
500 pounds’ weight of foreign coins to buy grain in Russia.” 

Much of whatever gold and silver was imported must have been used 
for non-monetary purposes. According to Barberini, who was in Russia 
in 1565, all the gold that was brought in by merchants was bought up by 
the Tsar, who had it put away in chests so that it was never seen again.” 
Other travelers, however, were struck by the vast amount of plate they 
saw at the court banquets, where hundreds and even thousands of diners 
were served on massive tableware made of precious metals, sometimes 
encrusted with gems. Much bullion, too, was used in church decorations 
and in sacred art.”° 

It is clear that there was expansion in the amount of currency in the 
sixteenth century, and, as could be expected, this was accompanied by 
the increased use of money in everyday life. There was a notable de- 
velopment of local and interregional trade; government officials who 
formerly had been paid in kind by the people of the district they gov- 
erned now were switched to cash salaries; government taxes were 
increasingly collected in money,” and many of the dues and services 
paid by peasants to their seigneurs were converted into cash payments, 
particularly in the areas where trading was most active.”* On the other 
hand, there is evidence of a continued severe shortage of metallic cur- 
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rency.” Furs, long used as a medium of exchange, continued to be 
used extensively in this role in the sixteenth century and, indeed, were 
still being used in lieu of money down to the end of the seventeenth 
century.” 

The increasing use of money was striking evidence of the notable 
growth of market activity that took place in sixteenth-century Russia. 
This development did not extend to all parts of the realm, nor was it of 
equal intensity within the regions in which it took place. The “natural” 
economy of the preceding era persisted in many areas, but as the cen- 
tury wore on, more and more people were apparently drawn into the 
market mechanism. The growth of the market was signaled by a num- 
ber of other developments. Tax assessment rolls, though incomplete, 
show that there was very little unoccupied land in the old regions of 
settlement (the Oka-Volga triangle and the Northwest) during most 
of the century.” Travelers passing through these regions in the 1550's 
and 1560’s were impressed by the heavy settlement they saw. They were 
struck, too, by the size of the cities, especially Moscow and Novgorod, 
which they found as large or larger than the metropolises of western 
Europe.*” Lesser towns were strung along the great trade routes that 
laced the realm, from the mouth of the Northern Dvina southward to 
Moscow, along the Volga from Iaroslavl east to Nizhni Novgorod and 
its competitor, Kazan, and along the western marches on the roads lead- 
ing into Europe.™ 

The town dwellers, including those of the largest cities, raised much 
of their own food in home gardens and in fields lying about the town, 
and many towns were really large villages whose inhabitants were 
engaged predominantly in agricultural pursuits. But the bigger cities 
could not raise enough to meet all their needs, so that they provided 
an expanding market for agricultural production. Moscow was the 
most important of the urban markets. Contarini, who had visited that 
city in 1476, noted the great activity of the market there, and Chancelor, 
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80 years later, told about the great quantities of grain that were 
brought each day into the city. 

A particularly significant indication of the growth of the market 
economy was the development of urban retail handicraft. Hitherto, 
manufactured goods had been turned out chiefly by peasant or slave 
artisans, working on the manor or in the commune and producing 
primarily for local needs. This “usufacture,” of course, continued, and 
artisans remained an important part of agrarian organization for cen- 
turies to come. But in the sixteenth century, manorial handicraft pro- 
duction no longer met all the needs of the estate and had to be sup- 
plemented by purchases from artisans producing for public sale or by 
the hire of skilled laborers. The cities also provided a growing demand 
for manufactured goods. Artisans concentrated in the towns, where 
their numbers were often quite large; for example, in Novgorod in the 
1580's there were nearly five-and-a-half thousand people engaged in 
different kinds of handicraft production. In contrast with developments 
in western Europe, no guild organization appeared, so that the division 
of labor between trades or within a trade was much less defined in Rus- 
sia than in the West. Still, there was considerable degree of specializa- 
tion among the Russian artisans. Chechulin, in his study of cities in 
sixteenth-century Muscovy, counted around 200 different trades, ex- 
cluding food processing, and Bakhrushin claims that the number 
was still larger.** A degree of regional specialization also appeared, 
with certain towns and their environs becoming centers for the produc- 
tion of certain types of goods. Novgorod and Pskov were centers for the 
making of iron ware (about 200 shops in Novgorod and 67 in Pskov) 
and silver products (222 silversmith shops in Novgorod and 140 in 
Pskov). Kazan specialized in leather goods, Mozhaisk and its environs, 
in wool cloth, and so on. Moscow attracted artisans of all sorts and in 
large numbers, but its particular specialty was arms-making—not un- 
expectedly since it was the seat of the Court.*° 

Otto Brunner has recently pointed out that the men who handled 
Russia’s interregional and foreign trade were still in what Gras has 
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called the traveling merchant stage of development, unlike their con- 
temporaries in the West, who had become sedentary.*” Russian trade 
had not yet gone through a “commercial revolution,” that is, a 
thoroughgoing change in the methods of doing business and in the 
organization of enterprise such as took place in western Europe.** There 
were many private merchants in Russia, but the chief businessman was 
the tsar. He maintained monopolies on whatever goods he chose, and all 
important wares had first to be offered for sale to him or his representa- 
tives before they could be sold to anyone else. The most important pri- 
vate merchants, known as gosti (guests), besides trading on their own 
account, were also the tsar’s business agents. Nobles and especially 
monasteries were actively engaged in trade, and peasants, too, sometimes 
conducted extensive wholesale commerce. Small local business was in 
the hands of peddlers and small merchants, artisans, and peasants.” 

Finally, in agriculture, the most important branch of the economy by 
far, the new importance of the market was heralded by many basic 
changes. Great landlords, till then almost entirely self-sufficient, began 
to buy and sell a wide variety of goods. Thus, records of great monas- 
teries show that they regularly sent people to trade in major and often 
far distant markets and bought and sold in large quantities.*” This ap- 
pearance of the seignior in the market was accompanied by a shift in 
his economic status from rent-receiver to direct producer—from Grund- 
herr to Gutsherr. In the preceding era (thirteenth to fifteenth cen- 
turies), the income the landowner drew from his manor consisted 
mostly of dues in kind, and, to a much lesser extent, of cash.** In the 
sixteenth century, and particularly in its second half, tax-assessment rolls 
show that the seignioral demesne, which had either formed a very small 
part of the estate or had been entirely absent, began to become increas- 
ingly important on many manors in every region of Muscovy.” 

The development of demesne production is undoubtedly attributable 
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primarily to the expansion of the market and the increased participation 
in it by landlords. But the depopulation of the old areas of settlement 
in the last decades of the sixteenth century (to be discussed shortly) 
must also have played a part. Faced with the severe drop in their reve- 
nues in kind caused by this mass migration, many landlords began 
raising produce on their own account, using the labor of the slaves and 
peasants who remained on the manor. 

The increase in labor dues (barshchina or izdel’e) demanded of peas- 
ant-renters was another effect of the expansion of the market. When 
exploitation of a demesne was the exception, the obligation to do work 
for the landlord had been a relatively rare phenomenon, and even 
where there was a demesne, it had often been worked by slaves or by 
hired laborers. Slaves continued to be used, indeed increasingly so, in the 
sixteenth century, but the powers of the landlord to use as much land as 
he wanted for his demesne and to dictate the form in which the peasants 
paid him rent produced an increase in the use of labor dues.** The im- 
portance of the barshchina in the total obligations of the peasant-renter, 
however, has sometimes been exaggerated.** Actually, in many places 
barshchina was used very little or not at all.*® 

The conversion of many dues from kind to money, already referred 
to, was another index of the impact of the market upon the seigniors. 
They needed cash because they were no longer able—or willing—to 
support themselves from the production of their manors but wanted 
goods that were being offered for sale (and that were increasing in 
price). In addition, they needed cash to meet the heightened demands 
of the state which was beginning to demand constant service of them.*“ 
Commutation of some of their renters’ obligations into cash was an 
obvious method of raising money, though it fell far short of meeting 
their need, since an extreme shortage of cash and excessive indebtedness 
were characteristic features of sixteenth-century seignioral life in Rus- 


sia.*® 
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The seignioral demand for cash from the peasants pushed the latter 
into the market. The government, too, was increasing its levies and 
demanding payment in coin. So peasants, having to sell their farm 
goods and the products of their handicraft in order to raise cash, flocked 
to the many village and small-town markets. The assessment rolls 
enumerated a surprisingly large number of shops in some of these local 
markets, which shows that they were centers of very active trading. 
Customers were not limited to local people, but included traders who 
carried their purchases to other markets for re-sale and large consumers 
such as monasteries.” 

The progress of the Russian economy in the sixteenth century was 
brought to a halt in the last decades of that century when the Center 
and Northwest were hit by a calamitous drop in production in the 
1570's and 1580's. This great crisis is the third of the factors suggested 
by Man’kov as contributing to the price rise. Its central phenomenon 
was the flight of the peasant population from the old regions of settle- 
ment. This movement had already started in the forties and fifties. At 
first, those who left were usually in the lowest economic category; but 
then the more solid people in the villages fled, and the exodus reached 
its height in the seventies and eighties. It continued until the nineties, 
when the flow began to ebb and many people returned to their old 
homes.” 

The assessment rolls of the period and other contemporary sources ™ 
show that the depopulation reached amazing proportions, especially 
around Moscow and Novgorod.” Whole districts were entirely or 
nearly emptied of all their people: fields abandoned to fallow, without 
tillage; estates deserted and gone back to forest; villages stripped of 
people, their churches without song; wastes where there had been vil- 
lages—such were the comments of the assessors describing what they 
found.” The three-field system of cultivation, which had been in gen- 
eral use, was abandoned in most of the Center and Northwest for more 
extensive methods in which those fields that were still farmed were 
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tilled irregularly.°* Nor was the depopulation limited to rural areas. 
Towns were hard hit too, with some having as many as 80-90 per cent 
of their homesteads abandoned.” The people fled to those parts of the 
realm where the manorial system had not yet taken root, going north 
into the Northern Dvina basin and eastward into the Kama River 
basin; perhaps the majority went south of the Oka River into the great 
black-earth belt.* Recent detailed researches by Grekov and Perel’man 
on the migration from small areas in Novgorod Land, however, indi- 
cate that many peasants ran no farther away than the forests and 
marshes that surrounded their villages, or at most to the borders of their 
provinces, and returned home in a short time.” 

The depopulation of the Center and Northwest was associated with a 
great decline in economic activity, especially in agricultural production. 
It has been a matter of much scholarly debate whether the migration 
was the cause of the decline, or whether there had already been a 
worsening of economic conditions which set off the exodus. It is clear 
that the two phenomena were functions of each other; the problem lies 
in determining the independent variable. The explanations that have 
been offered can be grouped around three separate theories: the so- 
called nomad theory of Russian history, which posits never-ceasing 
migration as the central theme of Russian development; the impact 
upon the peasantry of the new pomest’e system, in which many great 
estates were split up among small proprietors who, perforce, demanded 
more of their peasant-renters than the great landowners, who could af- 
ford to take less from individual peasants because they had so many of 
them; finally, what can be called the “catastrophe theory.” The first two 
theories lead to the conclusion that the mass emigration preceded and 
was the cause of the drop in production; adherents of the third inter- 
pretation hold the opposite view.”® A discussion of these varying inter- 
pretations is not pertinent here, but the “catastrophe” explanation seems 
to me to be the most cogent one. It attributes the emigration to the 
cumulative effect of the series of calamities which overtook Russia in 
the third quarter of the sixteenth century. These disasters were: the 
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long and unsuccessful Livonian War (1557-1582) and the heavy taxa- 
tion and enemy invasions it occasioned; the sack of Novgorod by Ivan 
IV; at least two plague epidemics; several years of crop failure and fam- 
ines; Tatar raids, and especially the pillaging of Moscow in 1571; and 
finally the violence, expropriations, and exactions of Ivan IV’s fantastic 
creation, the Oprichnina. Interestingly enough, this is the same general 
explanation for the hard times that was given contemporaneously by 
foreign travelers in Russia.” 

It is unrealistic on the basis of the available evidence to attempt any 
definite judgments on the relative importance of these three factors— 
money, markets, and crisis—in bringing about the price rise. It seems to 
me, however, that from what is known, primacy as a causative factor 
should be given to the growth of demand in the internal market be- 
cause of population increase, except for the last decades of the century, 
when the drop in production provides the chief explanation for price 
movements. The role of money seems to have been of less importance. 
In view of the falling intrinsic value of the currency in the first third of 
the century, a rise in prices could certainly be attributed largely to this 
factor. Unfortunately, Man’kov does not present sufficient data for this 
early period to allow confirmation of this surmise. After the reform in 
1535 the currency remained stable, so that price movements cannot be 
attributed to currency debasement. As for the quantity’of money in 
circulation, it seems clear that there was an increased use of money. 
But there is no reason to believe that there was a sizable influx of pre- 
cious metals int Russia during the sixteenth century, and there is 
evidence of an actual shortage of gold and silver money. Russian foreign 
trade undoubtedly increased, and some gold and silver came in, but 
normally foreigners traded their own goods for Russian products. 
Moreover, some of the precious metal, and possibly much of it, was 
used for non-monetary purposes. Still, it is probable that at least part of 
the price rise was attributable to an increase in the quantity of silver, 
especially since the addition of small amounts of silver into a system 
where there was relatively little money in use might have had a decided 
inflationary effect.” 
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The growth of population and the consequent enhanced demand for 
goods seems to me to provide a more fundamental hypothesis. Concrete 
data on population growth are not available and estimates that have 
been made are highly questionable.” But in view of the evidence of 
greatly increased trade and of the expansion of markets, it seems very 
likely that there was a sizable increase in population in the Center and 
Northwest. (The unification of the realm under the leadership of the 
Grand Dukes of Moscow and the consequent ending of the nearly con- 
tinuous warfare between the previously independent princedoms may 
provide a partial explanation for the population increase). The re- 
sulting heightened effective demand for goods, and particularly for 
grain and other farm products, pushed up prices, especially since there 
were no significant improvements in the techniques of production. As 
was pointed out earlier, it is not possible to compare the price increases 
of farm products with those of industrial commodities. Despite the 
absence of this very important control, I suggest that the price rise in 
Russia until the 1570’s conforms to the pattern of causation that at- 
tributes price increase to population increase rather than to changes in 
the quantity of money. 

The crisis of the seventies and eighties pushed up prices because of the 
drop in the supply of farm products that followed the flight of so many 
of the agricultural population. It is likely, too, that the price rise of this 
period was aggravated by the engrossing of goods by wealthy men, in- 
cluding the tsar, who sought to benefit financially from the shortage.™ 
The return to normalcy in the nineties was marked by a drop in price 
levels. 

JEROME Bium, Princeton University 


62 For example, P. N. Miliukov, Ocherki po istorii russkoi kul’tury [Outlines of the history 
of Russian culture] (St. Petersburg, 1898-1903), I, 26-27. 
63 Fletcher, Of the Russe Common Wealth, pp. 9, 57; Man’kov, Tseny, pp. 33-34. 





Notes and Review Article 


THE TEXTILE INDUSTRY OF THE OLD SOUTH 
AS DESCRIBED IN A LETTER BY J. M. WESSON IN 1858 


The following letter written in 1858 by James M. Wesson, president of the 
Mississippi Manufacturing Company, throws light on the ante-bellum 
Southern textile industry, one of the most obscure areas of American eco- 
nomic history.’ This aspect of the nation’s industrial development has been 
neglected by historians despite the fact that Southern mills were supplying the 
Southern market in the 1850’s with a large portion of their coarse cotton and 
woolen goods. More than twenty years after publication, Broadus Mitchell’s 
monograph on William Gregg and his Graniteville Company of South Caro- 
lina is still the only major study of the Old South’s textile industry.? And 
very little documentary source material on this subject has found its way 
into print. 

Statistics about the size, location, and capitalization of these pioneer mills, 
the number of workers they employed, and their average wages, are pro- 
vided by the Federal census schedules, but other information about them is 
not readily available. Thus little is known about their organizations, systems 
of management, and methods of production and distribution.’ Even less is 
known about the composition of their labor forces, the working and living 
conditions of the mill hands, and the relationship of the workers and their 
employers. 

Wesson was unusually well qualified to give testimony on these matters. 
Like Gregg, he was an enthusiastic advocate of a policy of industrialization 
for the South, and as such he was a student of Southern industrial conditions. 
He also was the most successful textile manufacturer of the lower Mississippi 
Valley. Under his management the Mississippi Manufacturing Company 
experienced a steady growth, and in 1857 the company was in such a strong 
position that its operations were unaffected by the panic that closed many 
mills of much larger size in both the North and South.? 

In preparing Wesson’s letter for publication, the editor has changed his 
punctuation when necessary to make the meaning clear; the original gram- 
mar and spelling, however, have been preserved. 


1 James M. Wesson to John F. H. Claiborne, August 11, 1858, J. F. H. Claiborne Papers 
(Southern Historical Collection), University of North Carolina Library. 

2 Broadus Mitchell, William Gregg: Factory Master of the Old South (Chapel Hill, 1928). 
Refer also to William Gregg, Essays on Domestic Industry (Graniteville, S. C., 1941). 

3 For a brief sketch of Wesson’s ante-bellum career, see: John H. Moore, “Mississippi’s Ante- 
Bellum Textile Industry,” Journal of Mississippi History, XVI (1954), 86-90. 
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Office Miss. Manfg. Co. 
Bankston, Miss. Agst. 11/58 
Col. Claiborne * Dr Sr. 

Your favour of June 20th has been received, asking us to furnish you for 
publication in the first number of the “Sea Shore Farmer” a Statement of 
operations of the Mississippi Manufactoring Co.® If such a Statement as we 
shall be able to furnish will be of any service to you in establishing the enter- 
prise in which you are about to engage, it will prove a sorce of pleasure to us. 
For we feel as deeply interested in Southern literature as we do in Southern 
Manufacturing. And when we say Southern literature and Southern Manu- 
facturing, we mean every department of literature and every branch of 
Manufacturing. For when we open up a pure fountain of literature in the 
South [it will be possible] to have all the streams pure, but so long as we 
depend upon the North for books to read and cloths to wear, we may expect 
to have our literature poisined with fanaticism, and our purses emptied of 
their contents. We hope, therefore, that your patronage will enable you to 
make the “Farmer” worthy of its name, and that it may prove to be a 
sorce of pleasure and proffit to all farmers in the South, and that it may be 
the means of developing the untold wealth of the South. 

Mississippi alone possesses all the elements of national wealth and greatness. 
It is true she has no water power, but in this fast age we prefer Steam to 
Water, as it is more reliable. And where wood is as cheap as it is in the pine 
hills of Mississippi, it is less expensive than water—unless we should be per- 
mitted to draw upon our immagination for a small river that should neither 
over flow nor “dry up” just suited to our “liking.” We say draw upon our 
imagination, because such a thing does not exist in reality. For in most of 
the Manufactoring districts North, the water power is created by expensive 
canals that is the sorce of much expense and trouble. 

But to the operations of the Mississippi Manufactoring Co.—our Company 
was organized in Columbus, Geo., in 1847. We came to Mississippi, [and] 
selected a situation in a high, healthy, well-wooded and well-watered district 
settled with a poor population, at equidistance from the navigable waters 
of the Yazoo and [Tom] Bigby rivers, with the view of buying cotton at its 
market value (less the cost of transportation) and of finding a home market 
for our goods without competition. But since we have increased our opera- 
tions and established a character for our goods, we defy competition and 


4John F. H. Claiborne, minor Mississippi: Democratic politician and writer, is best known 
today as the author of Mississippi, As a Province, Territory and State, with Biographical Notices 
of Eminent Citizens (Jackson, Miss., 1880). 

5 Claiborne in 1858 published the prospectus of an “agricultural, scientific and literary 
periodical” to be called the Sea-Shore Farmer. “It will have no connection whatever with 
politics,” Claiborne wrote, “but will be devoted exclusively to agriculture and its kindred 
branches.” Like so many other projected literary efforts of the period, however, the Sea-Shore 
Farmer never progressed beyond the planning stage. Jackson Mississippian, May 12, 1858. 
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place our goods in New Orleans, Vicksburg & Jackson, and the other large 
towns and Cities of the State. We now have (and expect to keep) a good 
supply in New Orleans. We commenced with a capital of 25,000 $. This may 
appear to you to be a small capital to nerve the arm of a pioneer in manu- 
factoring, and from which so many good results have flown not only to our- 
selves but to the whole community and especially to our operatives. And in 
a political sense (of which we shall speak again) this is perhaps the most 
important. 

The Citizens, generally, of Mississippi did not appreciate Manufacturing 
until very recently. It is true that politicians resolved many verry pretty 
things upon the subject, but, like the scribes and pharisees, they would not 
so much as to move a finger for its support. We, therefore, had to battle 
against all the prejudices against Broken Banks, Rail Roads & Manufactur- 
ing Co. We believe our Citizens are now waking up to their interests, both in 
Agriculture and Manufacturing, and their minds should be properly diverted 
and instructed. And the Agricultural journals of the country are the proper 
mediums through which it should be done. We gradually increased our 
capital and enlarged our business as we instructed the “help” and made 
character for our goods. We commenced on yarns, then Osnaburghs, and 
now run mostly on Linseys and Jeans. ; 

We have a large flour mill attached to the same Engine.® The first year 
we ground but little—but very littlke—wheat raised in the country; we now 
grind about 50,000 bushels a year. The country is well adapted to the groth 
of wheat.’ The wheat raised here is heavier than that raised North. The 
grain is smaller [and] will not make as much flour, but [it] makes a much 
better article. We also have one of Col. Coleman’s Undulating Corn Mills— 
a Southern invention, invented and manufactured in New Orleans, which 
is far superior for grinding corn to anything now in use. [It] grinds faster, 
[is] less expensive, and produces better meal. So much for Southern inven- 
tions! And that is the only reason why we mention it, for we could not be 
partial to Col. Colman for we never saw him. But we are partial to Southern 
enterprises, and especially [to] one so meritorious.® 

The capital stock of our Company is now 100,000 dollars, with a surplus of 


6 Power for Wesson’s factory was provided by an eighty-horsepower steam engine man- 
ufactured in Providence, Rhode Island, by Thurston, Green and Company. De Bow’s Review, 
IX (1850), 433. 

7 Wesson encouraged wheat-growing in central Mississippi by purchasing fine seed and 
distributing them among the farmers. I[bid.; Natchez Courier, May 23, 1849. 

8 Willis P. Coleman’s advertisement of his “Premium Undulatory Corn and Flouring Mills” 
was published in the Augusta (Georgia) Southern Cultivator, XIV (1856), 68. His mills, he 
claimed, had burrs ranging in diameter from fourteen to thirty-six inches, and they ground 
from four to seventy-five bushels of wheat per hour, depending upon the size of the mill. 
They cost from one to five hundred dollars each. The fourteen-inch mill had been recently 
awarded a premium at a New York state fair. Martin W. Philips, a prominent Southern 
agricultural authority of the period, recommended Coleman’s mills highly, saying that they 
produced corn meal as fine as wheat flour. Southern Cultivator, XIV (1856), 52. 
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10,000, and 178 Souls are fed by labour for us in and about the Mills. All of 
whom have the benefit of weekly preaching, as well as sabboth school instruc- 
tion, so that while the children are brought up to industrious sobriety, and 
taught the doctrine of economy of time as well as money, they are instructed 
in letters and elevated in morals. The improvement in Character and stand- 
ing of the men and their families who have been for any length of time in 
our imployment is such as hardly to be believed—[credible] only by those 
who may have witnessed it! 

And when all the resorces and inergies of the South shall have been fully 
developed and improved and diverted, what a large and prosperous class of 
population will have been created out of the very dregs of society (and it may 
be in some instances worse than dregs) ! 

For if we are permitted to stop here and take a political view of the Subject 
and see what an influence a general system of manufacturing in the South 
would have upon this verry numerious class of our population, we think it 
would far accell all pecunary considerations. It is a debatable question 
whether they are benefitted by the peculiar institution, or not. And as we have 
some doubts about their interest, we may doubt their political position upon a 
direct issue disconnected from party ties and love of the Union. A general 
system of Manufactoring would raise them above the manual labour per- 
formed by the Negro, and identify them with the institution, and make 
them the connecting link between the producer and the consumer (which 
they would most certainly be in the manufacture of wool hats, shoes, and the 
coarser fabrics). When they become the manufacturers of these articles con- 
sumed by the Negro on the one hand and manufacturers of the articles 
produced by the Negro on the other, they are as clearly identified with him 
as the owner is, for by him they both get their bread. 

We said that Mississippi alone possessed all the elements of national wealth 
and greatness. She is a large producer of the great staple of the commercial 
world, and she is capable of manufacturing whatever she may find it to her 
interest to manufacture. The question is: to what extent is it to her interest 
[to manufacture], or whether it is to her interest to manufacture at all. We 
say that it is to her interest to manufacture for herself all articles of prime 
necessity. And in justification of this opinion we will refer to the history of the 
country when we were dependent upon Old England for all articles that are 
now manufactured in New England. If this policy is good when applied to 
us as a nation, it is equally good when applied to us as a State and to indi- 
viduals. 

What would be our condition now if we were alone dependent upon Old 
England for all the articles we buy of New England? What would be our 
interest as a nation in that case? The Answer is clear, and with our present 
knowledge of its advantages to us we would not hesitate. We know [that] 
she would monopolise our cotton trade and know no rule of charging us for 
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her manufactures but our ability to pay. Then if making New England a 
competitor with Old England for our trade has placed us in so much better 
condition than we would have been in the hands of Old England alone, work 
it by the rule of three and the answer will be our condition when we do our 
own business. This idea may appear extravagant to some, and it may not be 
strictly true in Cotton and Cotton goods, but in almost every other article 
it would: in wool hats and Negro shoes, in hoes & axes, in ploughs & wag- 
gons. And yet did you ever see a weeding hoe that was made in Miss., or 
did you ever see a blanket that was manufactured south of the Potomac? 

The South stands in the same relation to New England now that we as 
a nation did to Old England fifty years ago. If it was good policy for us 
then as a nation to adopt and support a general system of manufacturing, 
the same policy is equally good now when applied to the South. And should 
the next Congress find it necessary to make any material change in the 
Tarriff, which we think is plainly indicated both by the wants of the 
Treasury and the receipts of the Customs House, we hope to see Southern 
members [converted?] to the protective policy. 

We use white labour, except in some of the preparatory departments 
which are very dusty, not because black is not equal to the task, but because 
white is cheapest and really more efficient. And it affords the means of an 
honest living acquired by their own labour to many poor destitute families, 
widows and orphans, who would otherwise be compelled to live upon what 
they could get from their friends and from charity. 

We would, therefore, recommend (and believe it to be a wise policy in 
the South as we are about to commence manufacturing in earnest) that 
we do it in all of its various departments with white labour. 

We have said nothing yet in detail upon the subject of manufacturing 
wool hats, Negro shoes and Blankets. That the two former can be man- 
ufactured with great proffit to the manufacturers and incalculable benefit 
to the South are, we think, clearly demonstrated by parties now engaged in 
the business. Allow us to state facts as they exist. The Columbus Manufactur- 
ing Co. at Columbus, in this state, have a small engine, and [are] only 
using one sloworking machine capable of turning out five doz. hats per day. 
These hat[s] are only what they purport to be: @ wool hat. They certainly 
find it very proffitable and are now enlarging the operations, [by] adding a 
machine for [making] a felt saddle blanket. The specimen that we have 
seen of this blanket supports the idea “it will last always,”. We look upon 
all such companies as true benefactors of the South. 

There are many Tan Yards & Shoe Shops in this state, but not sufficient 
to supply the wants of the people. And a much larger number would do 


9 For additional information about the Columbus Manufacturing Company, refer to: Eighth 
Census of the United States, 1860: Manufacturing, p. 292, and the Paulding (Mississippi) 
Eastern Clarion, May 4, 1859. 
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better than those now do. We judge by the past as to the future. When the 
business was first commenced, there were but few—very few—workmen 
in this department of the business. And some of them, perhaps, had lost 
their places in some of the older states and could not be induced to work 
steadily here even by high wages (when that kind of labour here was very 
high and, therefore, the business unprofitable). The difficulty of getting 
labour that is proffitable to both the employer and the employee is removed 
by raising up in our midst workmen that are sober and that will take care 
of their wages and economise their time. And [then] the business [will] 
be more and more remunerative to both parties until every County in the 
state is dotted all over with shoeshops. 

Another argument why Tan Yards & Shoe Shops should be scattered all 
over the state is that the hides are obtained from almost all the farmers, 
a few from each, but enough in each situation to supply their own wants. 
But they are of little value and will not bear transportation to a market in 
such small quantities. But [they] will pay well if the Tan Yard was near 
at hand. Thus a large amount of wealth [could be] created (or at least 
saved) which is now lost. 

There is no other branch of manufacturing that does produce so much 
wealth to the Country out of the same amount of capital as this. And the 
workman will still make more by his labour as he advances and improves 
in his trade, and, at the same time, the manufacturer will make more by 
his business and sell his shoes cheaper because he sells so many more— 
and so on until all the hides that are [now] lost are worked up, and all the 
shoes worn in the state shall be made at home. 

And the argument is not meant to apply alone to coarse work, but to all 
kinds [of] boots and shoes (and the finer the quality, the greater the proffit 
to the country—for we treat all these subjects from a national point of view). 

One dollar raised from the sale of cotton ard paid to a neighbour for a 
pr. of shoes is a greater source of wealth to the country than two dollars 
raised and paid to a Boston merchant for shoes, and the same argument will 
apply to every other department of manufacturing. 


Your Obedsvt. 
J. M. Wesson 


As I wrote you before, I am not in the habit of writing for the press, and 
my time is so much occupied that I have not the time to write this as I 
would desire. If you think it worthy of a place in “The Farmer,” put it in. 
And if you desire it, I will continue the article on the various branches of 
manufacturing, provided you will agree to change the phraseology, tautology 
and bad spelling. 

J. M. Wesson 
Joun Hesron Moore, Delta State College 





AGENDA FOR A HISTORY OF 
MANAGEMENT POLICIES TOWARDS LABOR 
IN THE UNITED STATES* 


While the burgeoning fields of labor and industrial relations have pro- 
duced on the one side the field of labor history, accompanied by a reasonably 
extensive literature describing and analyzing the evolution of the labor 
movement in the United States, no comparable study has been made of 
the evolution of management policies and philosophy towards labor. The 
policies of management are often brought in to show their influence on the 
character of trade unionism, but they have never occupied a separate position 
as a field of research comparable to the history of labor organization. It is 
no part of this essay to account for this void except to make clear that this 
gap is not a result of any considered judgment as to the importance of this 
field of research. It is obvious to any layman that there have been tremendous 
changes in the policies of management towards labor in the past thirty years, 
and even a superficial historical examination reveals that these changes in 
policy and philosophy are not simply a defensive reaction to the growth 
of trade unions. 

The changing image of the industrial structure has resulted, in part at 
least, from the extensive historical analysis of the changing character and 
attitudes of trade unions in America. There is convincing evidence that the 
structure and attitudes of management have undergone an equal, if not 
greater, transformation. The very concept of “management” (instead of 
capitalist, proprietor, or employer) is indicative of this change. Yet our 
knowledge of this change is impressionistic and consists in good part of 
normative prescriptions rather than precise information.’ The objective of 
a history of management policies towards labor is to fill in this important 
gap in our knowledge. 


II 


The dimensions of such a study are difficult to draw precisely. Perhaps 
time is the easiest dimension to delineate. While the study might logically 
begin with the conspiracy trial of the Philadelphia Cordwainers in 1806, 
the real beginnings of positive management policies towards labor appear 
to be in the post-Civil War era and more particularly in the 1880’s when 


*I am indebted to Professors Leland Jenks of Wellesley, Arthur H. Cole of Harvard, and 
my colleague J. B. Gillingham of the University of Washington for thoughtful criticisms and 
suggestions. 

1See Section IV below for a further discussion of underlying causes of the changes in 
management policies and philosophy. 
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the growth of national unions and the Knights of Labor induced the develop- 
ment of a substantial number of employer associations.” 

The focus of such a study should clearly be upon the development by 
management of a conscious set of policies to maintain or extend its control 
over the labor force. The emphasis should not only be upon the reaction 
of employers to trade union activity, but also upon the development of 
positive policies to rationalize the work force. The significance of control, 
therefore, lies in what management did with this relative freedom of de- 
cision making in respect to the labor force. Thus the development of scien- 
tific management and personnel administration is relevant to this study to 
the extent that it played a part in evolving a conscious set of policies by 
management. The dividing line between a study of the development of 
conscious, deliberate policies to control the labor force on the one hand, 
and a study of the growth of techniques to implement these policies (par- 
ticularly with respect to increasing efficiency) is a fine and perhaps arbitrary 
one, but clearly necessary in the interests of a manageable study.* 

While the policies both of firms and of employer associations represent 
the tangible aspect of management’s control of the labor force, an important, 
though by its nature more imprecise, part of such a history is the changing 
philosophy of management. This aspect of the study must of necessity be _ 
observed indirectly through the policies of employers and their associations, 
as well as the written statements of employers from time to time. 





Ill 


The general descriptive outlines of the evolution of management policies 
towards labor can be sketched in from the many short accounts of manage- 
ment policies interspersed throughout labor histories and the recent literature 
on industrial relations. 

The early employer associations, which developed in the last two decades 
of the nineteenth century, were either negotiatory and formed to equalize 
bargaining strength (and in many respects they paralleled the structure and 
organization of the unions with which they dealt),* or they were belligerent 
and designed to forestall or eradicate any union control over the labor 
force.» While organizations such as the National Civic Federation at the 


2See Clarence E. Bonnett, Employer Associations in the United States (New York: The 
Macmillan Company, 1922). It is possible, and indeed likely, that research will reveal the fact 
that a number of positive management policies had roots well back in the nineteenth century. 
In such a case, it would be useful to push back the starting time of the study. 

3 Therefore the vast literature that has developed in the field of personnel administration 
is pertinent only to the degree that the administrative techniques illumine the evolving policies 
of management toward labor. 

4W. F. Willoughby, “Employer Associations for Dealing with Labor in the United States,” 
Quarterly Journal of Economics, XX (November 1905), 110-50. 

5 The study of C. E. Bonnett, Employer Associations in the United States, contains an 
excellent discussion of these associations. 
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turn of the century betokened a fresh approach, by at least a small segment 
of employers, belligerent associations became markedly more prevalent in 
the early twentieth century. A description of employer policies in this era 
would be predominantly an account of the development of tactical weapons 
to maintain the open shop. 

A separate strand in the early twentieth century is the development of 
scientific management. While the primary emphasis of F. W. Taylor and 
others was towards an increase in efficiency,® the larger significance was 
the growing recognition on the part of management of the necessity of 
rational policies with respect to control over the labor force. The shortage 
of labor during World War I hastened the growth of such positive policies. 
The beginning of schools of business administration and, more important, 
development within business organization of specialized departments of 
personnel administration were evident signs of more widespread awareness 
of the need to develop a rational program of controlling the labor force. 

The 1920’s have become famous as the decade of “Welfare Capitalism.” 
The development of personnel departments, company unions, and extensive 
welfare programs fused, at least in part, with aggressive campaigns for the 
open shop. Their success can be measured in terms of the almost stationary 
level of union membership throughout that decade.’ 

The fifteen years that followed the crash of 1929 mark an era of dramatic 
changes in management’s control of decision making with respect to the 
labor force. The changes in the social and political climate were paralleled 
by changes in legislative and judicial action which created a whole new 
framework within which management policies had to operate. The aggres- 
sive open shop perspective only gradually gave way to a reluctant willingness 
to operate within the new framework. The era was marked by widespread 
changes in business organization with the rapid development of departments 
to neutralize or counter the influence of trade unions. Labor relations 
became an increasingly important part of the firm’s activities and were more 
and more a function of top management.® 

It was certainly clear that employer policies by the end of World War II 
had significantly changed from just prior to the Great Depression. Not only 
had the “rules of the game” been altered, but trade unions also had become 
a tremendous economic and political power. Whether an employer actually 
faced a union, or simply recognized the ever present possibility of union 





6 See F. W. Taylor, Shop Management (Norwood, Mass: The Plimpton Press, 1911). 

7 Actually union membership declined substantially from 1920 to 1923 and remained almost 
stationary for the rest of the decade. An excellent summary account of the 1920’s may be 
found in Harry A. Millis and Royal Montgomery, Organized Labor (New York: McGraw-Hill 
and Co., 1945), Vol. III, chapter iv. 

8See R. A. Gordon, Business Leadership in the Large Corporation (Washington, D.C.: 
The Brookings Institution, 1945), pp. 95-96. 
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organization of his firm, he had of necessity to develop a conscious set of 
policies which would assure him a maximum degree of control over decisions 
with respect to his labor force. 

The decade following the end of World War II has been marked by a 
growing recognition of the necessity of adjusting to the permanent existence 
of a powerful counter organization. Although the process of accommodation 
in the thirties was for the most part a defensive retreat, it has been marked 
in the last decade by the development of positive policies which were more 
than a strategic rear guard action. Labor relations departments of corpora- 
tions and employer associations have become professional activities requiring 
the services of statisticians and experts in collective bargaining with an 
intimate understanding of the strength and weaknesses of the union as 
an institution. Whether the resultant relationship is one of “armed truce” 
or “working harmony,” ® the policies of management have become a rela- 
tively sophisticated process of dealing with the union. 

This brief sketch of the evolution of management policies towards labor 
may not be truly representative of any particular chronological period since 
there is no existing description which provides any quantitative measure 
or weighting of the relative importance of any particular set of management 
policies. A central contribution to the descriptive part of a study of the 
evolution of management policies, therefore, would be to fill in the sketch, 
check on the accuracy of these generalizations, and attempt to get some 
weighting of the relative importance of any set of management policies at 
different chronological periods. 

It is equally clear that management policies have varied under different 
conditions. When small employers have faced powerful unions (such as 
in construction and on the Pacific Coast),’° the result has been the develop- 
ment of multiple employer bargaining associations. Employers in southern 
industry have evinced a more aggressive opposition to trade unionism than 
those in the rest of the country, and the policies of large firms have differed 
significantly from small firms.’* Indeed there are many factors which appear 
to have influenced the character of management policies, such as the structure 
of the product market, the structure of the labor market, the degree of 
cyclical sensitivity, etc. An important part of the study, therefore, should 
be to describe the variations in employer policies and attempt to get some 
measure of their importance. 


9 The terms are those of Harbison and Coleman in Goals and Strategy in Collective Bargain- 
ing (New York: Harper & Bros., 1951). 

10 See Jesse T. Carpenter, Employer’s Associations and Collective Bargaining in New York 
City (Ithaca, N.Y.: The Cornell University Press, 1950), and Clark Kerr and Lloyd Fisher, 
“Multiple Employer Bargaining: The San Francisco Experience,” Insights into Labor Issues, 
edited by Richard Lester and Joseph Shister (New York: The Macmillan Co., 1948). 

11 Harbison and Coleman, Goals and Strategy in Collective Bargaining, chapter v. 
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IV 


More difficult than describing the evolution of management policies 
towards labor is the problem of accounting for the changes. There appear 
to have been at least four separate strands which must be welded together 
in such an explanation. While these strands may be separated out for pur- 
poses of exposition, they have clearly interacted on each other in shaping 
management policies, and the interplay amongst them would be an im- 
portant part of this aspect of the study. 

rt. The social, political, and economic climate has changed dramatically 
since the beginning of the century. While the abrupt changes of the 1930’s 
made management painfully aware of the evolving social and political 
situation,’? it had been preceded by a more gradual evolution for some time. 

2. The supply of labor which increased so rapidly throughout the nine- 
teenth and early twentieth centuries no longer expanded at the same pace 
after the closing of unrestricted immigration. It therefore required the 
development of a set of conscious policies by management.'* 

3. The structure of business organization has undergone fundamental 
changes with the growth in the size of the business firm. The result has 
been the development of bureaucratic organization and _professionalized 
management. While the studies of Berle and Means,'* Gordon,” and others 
have emphasized the effect of the separation of ownership and control, a 
more significant reason perhaps is the growth in size of the organization, 
with the resultant proliferation of subdivisions and the necessary decentral- 
ization of decision making. The educational training as well as the very 
character of bureaucracy have led to the growth of a calculating rational 
policy towards the labor force.*® 

4. Finally, and certainly not last in importance, has been the reaction of 
management to the growth, or threatened development, of a formal counter 
organization. Management had become increasingly conscious of the neces- 


12See the study, Labor Management Relations in Illini City (Institute of Labor and 
Industrial Relations, University of Illinois, 1953), Vol. I, for an interesting account of changing 
social and political attitudes in a midwestern city in the 1930’s. 

13 See Sumner Slichter, “The Current Labor Policies of American Industries,” Quarterly 
Journal of Economics, XLIII (May 1929), 393-435, and Edwin E. Witte, “The Evolution of 
Managerial Ideas in Industrial Relations,” Bulletin 27, New York State School of Industrial 
Relations, 1953. 

14 A. A. Berle and Gardiner Means, The Modern Corporation and Private Property (New 
York: The Macmillan Co., 1932). 

15 R, A. Gordon, Business Leadership in the Large Corporation. 

16 Seymour Melman points out that the increase in administrative personnel per 100 workers 
(or compared to production workers) from 1899-1947 is not a function of increased size so 
much as it is connected with the addition of mew functions carried out by administration 
personnel. Seymour Melman, “The Rise of Administrative Overhead in the Manufacturing 
Industries of the United States, 1899-1947,” Oxford Economic Papers, Vol. 3, No. I (February 
1951), 62-112. 
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sity for accommodating to the informal organization of workers in the 
early twentieth century (the sort of thing which has been popularized by 
Elton Mayo and others in the field of human relations). The development 
of formal counter organizations consciously aimed at wresting away a part 
of management’s control of decision making necessitated a completely 
different process of accommodation and has been the subject of a vast 
amount of recent literature.’” 

Douctass C. Nortu, University of Washington 


FIVE DECADES OF UNITED STATES SAVING* 


This massive work on saving by Raymond Goldsmith merits the eco- 
nomium “definitive,” that no important qualifications can blur. It should 
be emphasized that this opinion is not based primarily on bulk, although 
on that score some admiration is due since the first volume alone contains 
over 850 pages of tables. With evident skill Goldsmith has assembled infor- 
mation from hundreds of diverse sources, and in addition he has created 
some new series, welding these into the distinctly best estimates of savings 
yet to appear. The first two volumes set out the conceptual framework and 
detail the specific problems that arose in the process of compiling the actual 
estimates. Volume I also contains major analytical conclusions based on 
the study. Detailed information about a national balance sheet and annual 
national income estimates for the years 1897-1949 were by-products of the 
saving estimates, and these are included in Volume III. Along with these 
additional statistics appear wealth estimates of the upper income brackets 
by Horst Mendershausen and analytical studies of saving behavior by 
Raymond Goldsmith and Dorothy Brady. The one by Goldsmith exploits 
some aspects of the time series developed in the first two volumes, while 
Dorothy Brady offers a sophisticated study of consumer expenditures based 
upon a comparatively novel interpretation of numerous previously collected 
budget studies.’ 

Saving, defined as the change in net worth for an individual or some 
particular economic group, can be measured either from the income state- 


17 While the literature on the early history of management policies towards labor is sparse 
indeed, there has been a voluminous amount of work in the past several decades. See for 
example, Clinton Golden and Virginia Parker (editors), Causes of Industrial Peace (New 
York: Harper & Bros., 1949), or the Twentieth Century Fund Study, How Collective Bargain- 
ing Works (New York: Twentieth Century Fund, 1942). 

* A Study of Saving in the United States, by Raymond W. Goldsmith, Princeton, N. J.: 
Princeton University Press, 1955, Vol. I, Introduction: Tables of Annual Estimates of Saving, 
1897-1949, pp. xxx, 1138, Vol. II, Nature and Derivation of Annual Estimates of Saving, 
1897-1949, pp. xxiv, 632, $30 for two volumes. Vol. III, Special Studies, by Raymond W. 
Goldsmith, Dorothy S. Brady, and Horst Mendershausen, Princeton, N. J.: Princeton University 
Press, 1956, pp. xix, 476, $8.50. 

1 During the past six or seven years Franco Modigliani, Richard Brumberg, Margaret Reid, 
and Milton Friedman worked on similar hypotheses about income-expenditure relationships. 
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ment as the difference between revenue and outlay or from two balance 
sheets as the sum of changes in assets less changes in liabilities. Wher con- 
sistent accounting procedures have been employed, these estimates will, by 
definition, be equal. Goldsmith has, so far as data permit, based his estimates 
on changes in balance sheet items rather than on the uniform money total 
most familiar to economists from the Department of Commerce National 
Income accounts. Hence many of the variegated forms that savings can 
take are recorded. 

As an example, personal savings is recorded in each of twenty-eight forms. 
These include residential and non-residential real estate, consumers and 
producers durables, farm lands, currency, commercial and saving bank 
deposits, postal saving, credit unions, saving and loan associations, mortgage 
holdings, life insurance (two types), pension and retirement funds (three 
types), securities (four types: United States, state and local, corporate and 
foreign bonds, and stocks), borrowing on securities, consumer debt, res- 
idential real estate debt, and real estate debt of non-profit institutions. Many 
of these series in turn depend upon numerous others. This detail indicates 
the scope of information made available. 

The statistical information has been aggregated in many different ways. 
First, it has been grouped according to the types of savers, that for most 
purposes are entered into the following seven classes: 





. Non-agricultural households 
. Agricultural households 

. Unincorporated business 

. Corporations 

. State Governments 

. Local Governments 

. Federal Government 


Seven different combinations of these classes were selected for further 
analysis. These run from the all inclusive category of national saving, down 
to the least inclusive—individuals’ saving and business saving. Other cate- 
gories are non-federal saving, private saving, collective (that is government) 
saving, and personal saving. The reviewer’s immediate reaction was that 
seven saving groups was an excessive number. However, the decision made 
here, as in each of a number of other situations, was to tabulate a large 
number of variants so that others using the data could make their own 
choice. The selection of these particular categories in an uncomfortable 
number of instances was dictated by the availability of data in certain forms. 
Thus, the categories “Unincorporated business” and, to a slightly lesser 
extent, “Corporations” encompass a glorious hodgepodge of different eco- 
nomic factors. 
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A second problem of scope relates to “optional” adjustments to the saving 
data. One obvious step is to measure saving in real terms, real in the sense 
that changes in the general level of prices do not distort comparisons among 
the different years. Since no uniquely best deflator exists, Goldsmith pre- 
sents three alternative forms of real savings, as deflated by a Gross National 
Product price index, a wage index, and price indexes appropriate to ex- 
penditures of the different saving sectors. The wage index seems needlessly 
disinterred from Keynes’s General Theory. 

Most annual savings estimates for the years 1897-1949 have been grouped 

into thirteen quadrennial periods, and alternatively “economic” periods 
selected to include “an integral number . . . of business cycles.” It is quite 
largely on inter-period comparisons that Goldsmith bases his generalizations 
about long-term trends in saving. His main conclusions from perusal of 
the data are: 
(1) The annual rate of growth in unadjusted national saving for the period 
1897-1929 was about seven per cent. Goldsmith found about half of this 
increase was due to price inflation. When price-deflated saving is expressed 
in per capita figures, savings increased about 1.8 per cent per year. It is this 
last figure which best expresses the “real” increase per year in saving.” 

Comparisons of national price-deflated saving rates for the period 1897 to 
1949 with the scantier data available for the preceding several decades 
permit the inference that the trend in saving has been slowly declining. 
However, on a per capita basis, the change in trend is much less noticeable, 
so that Goldsmith suggests that changes in population rates of increase are 
responsible for the change in saving trend. 

Personal saving per capita trends are noticeably affected by the exclusion 
of consumer durables from the definition of personal saving. If this cate- 
gory is excluded, the rate of increase for the last half of the period surveyed 
is distinctly less than that for the first half. If consumer durables are 
included, little change between these periods can be observed. 

(2) Cycles of about 20 to 30 years duration in personal saving are discernible 
when the data are graphed as nine-year moving averages. We can look 
forward to an analytical treatment of these fluctuations in a future volume 
by Simon Kuznets, to be entitled Capital Formation and Financing in the 
United States, Trends and Prospects. 

(3) Apart from sharp cyclical variations and war experience, the saving- 
income ratio has been quite stable. This is true for national saving as well 
as personal saving and saving of non-farm individuals. In the case of the 
latter two measures, however, the exclusion of consumer durables from 
savings ratios results in a moderately lower figure for the period after the 
Second World War than those for the twenties and earlier. Goldsmith 


2 These conclusions were obtained through least-squares curve fitting. 
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cautions, however, that “this hypothesis is tentative. It may be upset insofar 
as it deals with secular trend by the experience of the 1950's. It may also 
have to be modified by revisions in the estimates for earlier years, partic- 
ularly for the period before World War I” (Vol. I, p. 75). 

(4) No marked secular trend can be seen in the distribution of saving among 
the seven major saving groups. This finding must be qualified, as are 
several others, by the nature of savings definitions used. If personal savings 
includes consumer durable goods, and also if savings accumulating in gov- 
ernment pension and retirement funds are attributed to government rather 
than the private sector, the results are radically changed. Under this set of 
definitions, personal savings stood at 47 per cent of national saving in 1946 
to 1949 and the government’s share at 28 per cent. At the beginning of the 
survey, for the years 1897 to 1908, the corresponding figures were 69 per cent 
and 7 per cent. 

(5) Among the most revealing findings of these volumes are those con- 
cerning historical changes in the relative importance of different forms of 
personal saving. From the beginning of this century through 1929, corporate 
securities accounted for about one third of annual personal saving. In 1946 
to 1949, the figure stood at about 5 per cent. Another “structural” break 
occurred in bank deposits which until 1914 accounted for 25 per cent of 
saving but which were half that amount in the succeeding “normal” periods, 
1922 to 1929 and 1946 to 1949. Residential real estate also has shown a sharp 
relative decline as a form of net personal saving. 

Of all forms of savings, pension and retirement funds showed the most 
dramatic increases. These funds were virtually unknown at the beginning 
of the period covered by this survey and were of minute significance in 
the years 1922 to 1929, yet comprised 20 per cent of net saving in the period 
after the Second World War. If we combine these funds with additions to 
life insurance reserves, direct individual security provisions absorbed slightly 
over one third of 1946 to 1949 saving. Life insurance has become a steadily 
rising share of saving, perhaps reflecting the rapidly increasing life expec- 
tancy of the average individual, as well as redistributions of income. Con- 
sumer durables absorbed about 10 per cent of saving before the First World 
War, increased to 15 per cent in the 1922 to 1929 period and, during the 
years after the Second World War rose to about 25 per cent. 

(6) There has been a steady trend toward the relatively more illiquid 
forms of saving. If we dichotomize saving into cash plus all securities 
versus all other forms (mainly, pensions and other “tied” forms of saving, 
consumer durables, and real estate), the liquid component gradually de- 
clined from about 60 per cent of total personal saving in 1897-1908 to about 
30 per cent in 1946-1949. Closely related is the fact that in comparison with 
previous “normal periods”—those covered in the study, but excluding war 
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years and the Great Depression—the relative share of personal saving ob- 
tained by financial intermediaries in 1946-1949 rose sharply, from 35 per 
cent to 55 per cent. Increases in saving through this medium were mainly 
at the expense of securities issued by borrowers, so that the remaining 
category, “for self-use,” showed little change. 

How accurate are the savings figures? Goldsmith states that “any estimate 
of personal saving that is limited to data now available is not likely to come 
closer to the ‘true’ value than (taking the average over a fairly long number 
of years) about 20 per cent” (Vol. II, p. 222). 

This informed judgment about the average error should not be too 
discouraging. Rough orders of magnitude often suffice. Furthermore, the 
thought and effort that went into these estimates make them at least as 
good, and probably better, than previous estimates. While more accurate 
data are a major need in all the social sciences, it is doubtful if errors in 
these estimates invalidate their use for many purposes. Users of these data 
should be warned, however, that the accuracy differs largely from one 
series to another, so that each application demands careful prior scrutiny. 
The sources of error are manifold, although the most important sources 
can be isolated. There is insufficient information about correct depreciation 
rates, and woefully inadequate data about certain groups, especially the 
unincorporated business sector. The further back in time the study goes, 
the less complete are the original statistics. Goldsmith has been meticulous 
in evaluating errors and, where possible, has made comparisons with pre- 
vious saving estimates.? This is a most valuable aspect of the study. 

The usefulness of the estimates hinges upon the choice of one or more 
appropriate definitions. These raise a number of difficult conceptual prob- 
lems that Goldsmith has attacked with astonishing perseverance. While 
one can occasionally disagree with a conclusion, it is almost impossible to 
find that he neglected alternative viewpoints before taking a position. To 
those reared in the belief that savings is the simple difference between 
income and consumption, these volumes promise a valuable addition to 
their education. 

The basic social accounting definition of national saving favored by 
Goldsmith has the following content: It is the change in net worth of all 
non-military assets with an expected service life greater than a year from 
which revaluation changes have been excluded and from which straight- 
line depreciation based on replacement cost have been deducted. 

3 The reviewer believes that Goldsmith places unwarranted faith in the reduction of errors 
because the total estimate of saving has been derived from ‘a combination of essentially inde- 
pendent component” (Vol. II, p. 140). The fact that the series were estimated independently 
does not imply that the errors are random and independent in the strict statistical sense. 


Fallacious estimating techniques could well have been learned in common by the independent 
compilers of the series. 
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A less acceptable variant, but one for which figures have been developed, 
has been called the business accounting definition. In this case, depreciation 
has been computed at original cost, inventory revaluations are not explicitly 
taken into account, and depletion is counted as a charge against income. 
The final possibility considered is the cash flow concept which differs from 
the other variants by not considering depreciation or other accruals, that is, 
it is a type of gross saving. 

At this point it is appropriate to ask: which is the best concept of saving, 
both with regard to the analytical content of saving and the group of savers 
selected? The obvious answer is that the purposes to which the data are to 
be put will determine the appropriate set of definitions. For many purposes 
the national saving measure, which includes consumers, business, and gov- 
ernment, will prove much too inclusive; disparate motivations of the several 
groups make this measure an incoherent mass for the analysis of behavior. 
Yet, if the object instead was to make international or, in numerous cir- 
cumstances, intertemporal comparisons of savings, this agglomerated meas- 
ure would avoid distortions originating from differences in the relative 
importance of the private and public sectors. To study economic develop- 
ment, it is surely correct to concentrate on the crucially important behavior 
of the private sector, yet a correct over-all view clearly demands that recog- 
nition be given the public sector’s saving, mostly in the form of roads, 
bridges, some public utilities, and schools. Thus for many purposes a form 
of national saving should be the type of saving examined. Equally clear, 
those who are interested in consumers’ behavior or in obtaining statistical 
estimates of consumption functions should utilize more homogeneous and 
relevant economic groups. 

Goldsmith’s definition of social accounting saving has behind it all the 
logic of modern accounting theory as well as much economic theory, yet 
this “logic” could be misleading if applied indiscriminately. In particular, 
the question arises as to whether saving always should be measured net of 
depreciation. Clearly, if we wish an instantaneous view of how rapidly the 
net capital stock is growing and can potentially grow, a net aggregate figure 
of saving (which is defined equal to investment) is desirable. By subtracting 
an estimate of depreciation we avoid counting the contribution to output 
of durable assets and their savings counterpart twice. 

However, if our interest is less narrowly confined than that pictured 
above, it might perhaps be more satisfactory to look at gross instead of net 
saving. Of the two major potential causes of asset value erosion, physical 
wear and tear on the one hand and obsolescence on the other, it will ordi- 
narily be the latter that predominates. Indeed, the physical aspects of de- 
preciation are likely to reflect, to some extent at least, the economic influence 
of obsolescence, since there is no advantage to great sturdiness when it is 
known that the equipment will be junked after a short time. Should this 
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be the case, a low net saving rate could be an indication of two quite differ- 
ent patterns. One, of course, is that saving and capital accumulation are 
lagging. The other, and not so immediately obvious, possibility is that a 
particular economy has experienced rapid technological progress so that 
new production methods are constantly replacing older techniques. Objec- 
tively similar items of capital equipment can have different economic lives 
depending upon differences in the technological progress and innovating 
pace of the country where they are located. Hence, the causes of depreciation 
and the relation between depreciation and gross saving must be observed 
if we are to determine the economic influence of low secular net saving rates. 
The savings counterpart of rapid technological advance will be large gross 
saving that contains an unusually large depreciation component.* 

Some of Goldsmith’s major findings listed earlier also suggest questions. 
The savings-income ratio has, apart from cyclical variations, been rather 
constant, although marked changes occurred in the composition of saving. 
It appears, therefore, that the composition of saving could not have ap- 
preciably influenced the saving ratio. If so, the importance of a changing 
saving “portfolio” must be sought elsewhere. To some extent the changed 
composition of personal saving reflects a substitution of consumer for busi- 
ness-owned capital goods. The electric refrigerator and automobile are 
partial substitutes for the icehouse on the one hand and the streetcar and 
railroad on the other. While this study can therefore shed light on the role 
of technological change in the saving process, the saving-income relation 
first established by Duesenberry and Modigliani® has received further con- 
firmation. 

Observation that the division of saving among the seven different saver 
groups has changed little over the fifty-year period of this study provides 
ground for further speculation. Despite important changes in the composi- 
tion of output, the labor force, and social and political institutions over this 
period, it appears that saving attitudes of individuals and of business have 
not been greatly affected. Thus, those who proclaim that the “New Deal” 
exerted a noticeable deterrent effect upon the private sector’s attitudes to- 
wards thrift must seek evidence in other quarters. More broadly put, the 
stability of this relationship under varied circumstances, including important 
political changes, can be construed as support for the view that savings 
attitudes are subject to change only under rather extreme pressure. Possibly, 





4Many more ramifications of the net-gross investment relationship are probed by Simon 
Kuznets, particularly the effects of growth and durability of capital. “International Differences 
in Capital Formation and Financing,” in Capital Formation and Economic Growth, A Con- 
ference of the Universities-National Bureau Committee for Economic Research (Princeton, N. J.: 
Princeton University Press, 1955), pp. 19-106, especially Appendix B, pp. 76-81. 

5 James S. Duesenberry, Income, Saving and the Theory of Consumer Behavior (Cambridge: 
Harvard University Press, 1949), and Franco Modigliani, ‘Fluctuations in the Saving-Income 
Ratio,” Studies in Income and Wealth, Volume II (New York: National Bureau of Economic 
Research, Inc., 1949). 
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attitude changes require a much longer period of time to reveal themselves 
than has elapsed from the thirties to 1949. 

Long-run national saving ratios require a final word. As saving becomes 
more institutionalized, both through the expanded activities of social security 
and private devices, it may turn out that the saving ratio will be increased. 
This outcome, rather than the more frequently voiced reverse possibility, 
will depend on the extent to which the traditional saving habits of the upper 
income groups continue unchanged, while the middle and lower income 
groups, which previously saved small or negative amounts, become larger net 
positive savers.® 

Another major conclusion, that we have entered the era of “contractual 
saving” in the form of pensions, insurance, and social security, deals with 
a change which has occurred so recently that its significance is hard to 
evaluate. Clearly, profound changes have taken place comparatively recently 
in the entire structure of finance. The financial intermediaries, insurance 
companies in particular, have become of great importance in the past several 
decades. Has this caused other changes in the economy? Future studies of 
economic development must assess more fully than has been done hereto- 
fore the influences, both quantitative and qualitative, that institutions exert 
on the savings and investment process. Has a shift of saving funds towards 
the hands of financial conservatives, like the insurance companies, in- 
fluenced corporations to obtain their funds so heavily from internal sources, 
depreciation and retained earnings? How will this same shift affect the 
control of business enterprise? Has the enhanced role of consumer credit 
tended further to reduce the relative importance of the banking system in 
the economic structure? These rapid changes in the monetary sphere will 
force economic historian and economist alike to re-evaluate the interactions 
between financial and real factors in the development of an economy and 
its constituent parts. And, in that re-evaluation Goldsmith’s data will be 
crucial. 

These volumes largely meet the need for time series information on aggre- 
gate saving. In addition, Volume II is sure to become a primer in national 
income accounting methods. The great detail and clear exposition of how 
each estimate was obtained make this an extraordinarily useful work and a 
model for future enterprises of a similar nature. 





Epwin Kun, Massachusetts Institute of Technology 


6 Support for this proposition can be found in Table 17 of Simon Kuznets’ Shares of 
Upper Income Groups in Income and Saving, National Bureau of Economic Research, Occasional 
Paper 35 (New York: National Bureau of Economic Research, Inc., 1950). This table shows 
that the ratio of saving to income before taxes changed little for the top one through the 
top five per cent of the income distribution in the years 1920 to 1940. 
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AGRICULTURE 


The Agricultural Regions of the United States. By Ladd Haystead and Gilbert C. 
Fite. Norman, Oklahoma: University of Oklahoma Press, 1955. Pp. xx, 288. 


$4.00. 


American agriculture requires surveys that will bring greater comprehension 
to those involved in agriculture and understanding to urbanites who desire to know 
about this great part of the nation. Our agriculture, even in its external appearance, 
is a mosaic of some five million individual establishments. These vary according to 
the forces of history, economics, and social-political institutions as well as soil types, 
topography, and climate, but patterns are discernible. Ladd Haystead and Gilbert 
Fite have achieved a satisfactory sense of unity out of a diverse agriculture by 
working along the plane of agricultural regions. This top-side view of agriculture 
is laid over with enlightening information and studded with farsighted observa- 
tions derived from the authors’ experiences with farming and reflection upon the 
broad course of agriculture’s development. 

The authors had some difficulty juggling the influences at work upon agri- 
culture into sensible regions, bumping into obstacles that prohibit any easy gen- 
eralization. Erecting regions as groups of states is awkward, for state boundaries 
are proverbially illogical. Yet, state regulations and agricultural aid institutions are 
important, and the state ee is unavoidable because available statistics are ar- 
ranged according to those divisions. As a matter of fact, this work is not so much 
a study of agricultural regions as it is a survey of American agriculture by groups 
of states. In this survey, the differentiations are relative size of farm, income, crops, 
volume of production, and cultural practices. Small attention is given to the causes 
of regional differentiation. The historical perspective is little further back than 
the World War II period, and despite a complex apparatus showing soil 
divisions almost no application is made of this in the text. 

As the authors hope, this book should fill a steady demand for current infor- 
mation on the state of agriculture in this country. There is still room for studies 
of agricultural regions as regions, and there is pressing need for general surveys 
of agriculture along the economic, political, and social planes and yet greater 
demand for thoughtful work on agriculture’s historical depths. 

James H. Suiperer, University of California, Davis 


Money at Interest: The Farm Mortgage on the Middle Border. By Allan G. Bogue. 
Ithaca, New York: Cornell University Press, 1955. Pp. x, 293. $4.00. 


Historians have generally been content to take at face value the complaints of 
Grangers and Populists against mortgage holders. Lurid allegations of fraud, ex- 
cessive interest rates, and eagerness to foreclose have made such good reading 
that they have been accepted as a substitute for scholarship. Now, at last, an 
industrious scholar, unintimidated by dust and drudgery, has taken a careful look 
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at the records of sizable samples. His findings do not support traditional interpre- 
tations. Unless it can be shown that the samples are not representative, the book 
must be regarded as a significant contribution to the economic history of the 
Middle West. 

Bogue has pursued three separate lines of analysis. He has first examined the 
loan experience of the Davenports, an eastern family that lent an average of $1,000 
on about 4,600 farm mortgages in the Middle West between 1868 and 1900. Then 
he analyzes the business of J. B. Watkins, a Kansas mortgage agent who handled 
over 22,000 loans aggregating $19,000,000 for 4,800 absentee investors. Finally, he 
offers a comparative study of land credit in two sample townsites that differ in 
respect to date of settlement and natural environment. The whole book is a 
thorough and craftsmanlike treatment of the conduct of the mortgage business. 
It is valuable, too, for its treatment of long-term ownership of land by absentee 
investors. 

The important findings of the book are not made entirely explicit and must, in 
some measure, be derived from the reader’s own compilation of data. As to fraud, 
Bogue relates numerous instances in which debtors or agents receiving commissions 
from debtors defrauded lenders, but, if I have read attentively, not a single case 
of creditor fraud on a settler. As to interest rates, it is clear that in the initial phase 
of settlement local capital for the purchase, development, or operation of farms was 
scarce and tended to flow into chattel and personal loans. Except for credit ex- 
tended by railroads and states on sales of their land grants, most land-purchase 
capital came from outside. By the late 1870’s the supply of absentee capital avail- 
able for sound mortgages exceeded the demand and started a decline in interest 
rates that continued even when investment moved into regions where natural 
factors increased the risks. Careful creditors like the Davenports, by tending to 
business, maintained good yields and had to foreclose less than 5 per cent of their 
notes, early and late. Watkins’ experience was less successful. The pressure of 
funds for investment led to a deterioration of his investment standards. Originally 
he had served as an agent that brought lender and borrower together. Under the 
pressure of competition he began to guarantee the obligation. Later he pooled his 
risks by putting the mortgages in trust and issuing debentures to the investors. 
The scarcity of good mortgages tempted him into taking notes on urban property 
and unimproved farm land. It is clear that increasingly he accepted poor risks. 
It is evidently impracticable to determine the rate of lapse but Bogue estimates 
that Watkins took judgment on 10 to 20 per cent of his notes and then found it 
difficult to liquidate his investment in the land foreclosed. Both Watkins and 
Davenport, political tradition to the contrary notwithstanding, were always reluc- 
tant to foreclose. 

Bogue’s findings on farm credit afford a variety of insights into the operational 
effect of the laws for the disposal of the public domain, but he has failed fully to 
interpret his industrious analyses. If his samples are representative, they are sug- 
gestive of the need for radical revision of assumptions that are widely held. The 
seeming paradox is that those who contracted to pay for their land had a better 
record of perfecting title than those who had a chance to get it free, a better record 
of keeping it free of mortgage, and of meeting their mortgage obligations. In 
Pebble (eastern Nebraska) the Davenports sold land at an average price of $18.00 
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per acre and experienced defaults of less than 2 per cent, while the ratio of lapses 
on homestead filings was 35 per cent. In Kinsley (central Kansas) the comparative 
rates of lapse were 39 per cent on cash contracts and 55 per cent on free-land en- 
tries. Bogue has not used records of original pre-emption filings so it is impossible 
to determine the ratio of final purchase to original claim, but it seems most un- 
likely that such study would disturb the paradox that the higher the price the 
lower the failure to acquire title. 

The mortgage record sustains the same general relationship. The higher the 
price of land, the less resort there was to mortgage credit. The foreclosure record, 
so far as it is complete, carries the relationship further. Foreclosure in Pebble town- 
ship was negligible, but in Kinsley township the highest rate fell on the free land 
and the lowest on the dearest. 

The meaning of these paradoxes is not clear, and Bogue seems not entirely aware 
of their existence or, presumably, he would have arranged his evidence so that 
they were apparent and offered some explanation. 

Tuomas LeDuc, Oberlin College 


Wartime Agriculture in Australia and New Zealand, 1939-50. J. G. Crawford, 
C. M. Donald, C. P. Dowsett, and D. B. Williams; and A. A. Ross. (Food 
Research Institute.) Stanford, California: Stanford University Press, 1954. 392 


Pp. $7.50. 


This volume in the Food Research Institute series is a competent history of the 
agricultural experience of Australia and New Zealand during the war years and 
in the period of postwar readjustment. The work was co-ordinated by J. G. 
Crawford who with three others wrote the Australian section of the book. The 
New Zealand history was prepared by A. A. Ross. The final product is a quite 
remarkable job of collaboration. 

Sufficient background is given concerning Australian patterns of land use and 
problems of price and production to enable the reader to appreciate the reasons 
for the many faulty policy decisions of the war period. The problems lay in part 
in restrictionist attitudes of mind, in part in wartime fertilizer shortages, in part 
in inadequate manpower, in part in imperfections in price and wage controls, and 
in part in the absence of proper industry co-ordination. It is abundantly clear that 
encouragement should have been given to the production of certain commodities 
such as meat, dairy products, eggs, potatoes, flax, and canned fruits in contrast with 
whe. and wool, which quickly piled up great surpluses. Attention is given to the 
many postwar problems of agriculture—problems which brought butter and wheat 
stabilization plans and a program for the orderly disposal of surplus wool stocks. 
Many of these issues seem highly familiar to Americans. 

The New Zealand chapters are competently handled by A. A. Ross. Because 
that country was more significant in the livestock and dairy fields, it did not face 
as drastic a wartime agricultural readjustment as did Australia. Fertilizer and ma- 
chinery shortages brought difficulties as did labor and control mechanisms. On 
the whole, however, New Zealand agriculture carried on quite satisfactorily, even 
in the absence of over-all production planning of food and agriculture. In the post- 
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war boom the purchase agreements were a real assistance to New Zealand. Con- 
cern is felt, however, that the heavy dependence of New Zealand upon agriculture 
makes the country too much the creature of the vagaries of the world market for 
its own long-run welfare. 

Coston E. Warne, Amherst College 


BUSINESS AND INDUSTRIAL HISTORY 


Pioneering in Big Business 1882-1911. History of the Standard Oil Company 
(New Jersey). By Ralph W. Hidy and Muriel E. Hidy. (Prepared under the 
auspices of the Business History Foundation, Inc.) New York: Harper & 
Brothers, 1955. Pp. xxx, 839. $7.50. 


This volume is the first product of the initial research task undertaken by the 
Business History Foundation, founded largely through the efforts of Professor- 
Emeritus N.S.B. Gras of Harvard. It is based on a remarkably rich body of docu- 
ments. The Standard Oil Company (New Jersey), which has carefully preserved 
its papers, in 1947 threw them open to the authors without restriction; while 
officers and experts of the company furnished their knowledge and advice. Mr. 
John D. Rockefeller, Jr., also opened his father’s large correspondence. This gen- 
erous course is justified by the result. We have here a book, complete, detailed, 
accurate, and well proportioned, which by its scientific objectivity corrects numer- 
ous distortions of previous writers. 

Various aspects of Standard Oil history are put in a new light, so that what once 
seemed important becomes of minor significance, and much that was neglected 
comes into the foreground. The authors are interested chiefly in the Standard’s 
relations to the efficient use of national resources, to the growth of business plan- 
ning and technological expertness, and to the general development of the Amer- 
ican economy. They do not neglect public sentiment and governmental attitudes. 
But they insist that these must be put in context with the fact that the Standard 
and its practices were a response to exigent, fast-changing economic conditions. 
The combination arose from an attempt to find a remedy for the depression of 
the oil business 1871-1880 in horizontal and vertical combination. Its policies, long 
harshly criticized, were mainly normal competitive methods of the time adapted 
to meet complex and dangerous pressures. The old interpretation of Standard aims 
as conspiratorial fades away before a picture of earnest, laborious, and sometimes 
convulsive effort to meet the multitudinous challenges of a crowded, fast-growing, 
highly-mutable industry. 

The authors pass rapidly over the first phase of the Standard combination, the 
era of conflict in which John D. Rockefeller and his Ohio Standard associates cre- 
ated their powerful alliance. That story has been told elsewhere. But they empha- 
size the neglected fact that the combination was more confederation than federa- 
tion; a loose coalition instead of the tight, battle-disciplined monopoly that pub- 
licists supposed. They also stress the fact that while the original conception was 
John Rockefeller’s, and his shrewdness, nerve, and patient tact made him the in- 
dispensable chieftain, the combination succeeded by the teamwork of a singularly 
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able body of executives. Its successes were those of a corps who, as Rockefeller 
said, “worked in single-minded co-operation.” Some fascinating pages describe the 
gifts of H. M. Flagler, Col. Oliver H. Payne, Charles Pratt, Jabez Bostwick, H. H. 
Rogers, William Rockefeller, and John D. Archbold. 

The early combination systematized a most disorderly industry; then its own 
policies and methods had to be systematized. Thus the 1880’s were the decade in 
which its activities crystallized into a pattern. The trust was invented as a legal 
mechanism. Rockefeller, Flagler, Archbold, and others removed to New York; 
the Jersey and New York Standards sprang into existence to help manage a busi- 
ness whose center of gravity had shifted to the Atlantic. As operations grew 
tremendous in scope and extremely complex, administration passed to a roster of 
committees (manufacturing, transportation, domestic trade, foreign trade, and 
so on), over which presided the executive committee with Rockefeller as mod- 
erator. Government by committee usually has crippling disadvantages, as po- 
litical entities have found. It nevertheless precisely fitted the needs of the loose 
Standard alliance. Somewhat resembling a British “ministry of all the talents,” 
the committee system, flexible yet energetic, created concord among strong, ag- 
gressive men most of whom had been heads of strong, aggressive firms. This 
unity was invaluable. Only on the fringes of the Standard alliance did partially- 
owned interests like the Chess, Carley and Waters-Pierce companies ever get 
out of hand. 

The energy of the Standard combination should be emphasized. It vigorously 
pressed both horizontal expansion and vertical integration. Purchase of great 
areas in the Lima-Ohio and Lima-Indiana fields, accompanied by Herman 
Frasch’s success in refining Lima oil, necessitated the investment of huge sums in 
storing and piping crude. The building of the Whiting, Indiana, refinery signal- 
ized the adoption of mass-manufacturing techniques. Simultaneously the com- 
bination brought mass-marketing methods to a high level, increased its array of 
paraffins, tars, lubricants, and fifty other by-products, and improved the inspection 
system which guaranteed quality. Two interesting chapters here treat the foreign 
marketing operations of the Standard in competition with Russian and later East- 
Asian agencies. During a quarter-century of battle with the Nobels, Rothschilds, 
Royal Dutch, and other groups, the Standard gained and held about three fifths 
of the overseas market, helped various other American refiners export their goods, 
created a special American system of bulk transportation, and spread kerosene 
lighting over many a dark area. In this field the organizing skill of William 
Rockefeller, Charles Pratt, and later Walter Teagle were specially exemplified. 

This volume gives us, for the first time, a careful analysis of Standard earnings. 
That they were large nobody needs to be told. For the Trust years, 1882-1891, they 
averaged about $13,250,000 annually; for the years 1892-1898 about $27,000,000; 
and for the years in which the Jersey Standard acted as holding company, 1899- 
1911, about $79,125,000. Transportation (chiefly pipelines) was the largest single 
source of profit; manufacturing came next, domestic marketing third, crude-oil 
production fourth, and foreign marketing a rather low fifth. The unvarying policy 
of the Standard was to plow profits back into the business and into reserves. 
Rockefeller told Bostwick in 1885, “I think a concern so large as we are should 
have its own money and be independent of the ‘street’,” and his associates agreed. 
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When the Jersey Standard as holding company came into control of the alliance, 
and when, after Rockefeller’s election of a new career in philanthropy and 
Flagler’s of one in developing Florida, John D. Archbold took the helm, the 
policies and methods already devised were in the main continued. But as pe- 
troleum production moved west, as new crudes had to be used, as techniques of 
refining improved, and as competition increased, constant fresh pressures were 
placed on Standard resourcefulness. The problem of finding the best position for 
new plants, that of superimposing gasoline sales on kerosene selling, that of ever- 
greater specialization in lubricants and waxes—these were but a fraction of the 
perplexities to be met. Meanwhile, with millions reading Ida M. Tarbell, and 
Roosevelt in the White House flourishing his Big Stick, public relations went 
from bad to worse. The authors close with the dissolution decree of 1911 which 
disciplined Standard executives for their errors, satisfied public sentiment, and— 
sent the price of Standard securities higher than ever. 

It became evident from this book that to enter Standard employ was like enter- 
ing the Army or the diplomatic corps: Standard officers developed a loyalty which 
sometimes became a sort of dedication. This Standard self-sufficiency explains some 
of the mistakes committed. The authors frankly state that Rockefeller’s secrecy 
was badly overdone; that while the Standard mainly kept within the letter of the 
law it sometimes violated its spirit; that using harsh methods when they were 
general, it continued them into an era when standards of business ethics had 
risen. With men like Archbold and Daniel O’Day, esprit de corps overrode indi- 
vidual conscience. But the main emphasis of the book properly falls elsewhere. 
Its special merit lies in its thorough analysis of problems large and small, and of 
their solutions; in its rich array of materials on policymaking and business man- 
agement. Nothing is neglected. Such a subject as “the attack on costs,’ for example, 
is probed to the bottom. When we finish that section we know just what a life- 
and-death issue costs were, just what the fractionation of petroleum, the Van 
Dyke tower, the layout of the Bayonne refinery, and the continuous method of 
distillation contributed to their conquest, and just what the Standard did to make 
oil products cheaper to the farmer and the clerk. 

So large and complex a work cannot be easy reading. The authors have properly 
declined any effort to popularize their treatment. Completeness and exact truth- 
fulness have been their goals, and they are attained. The style is clear, due atten- 
tion is paid to the human element (all too often neglected in business histories), 
and summarizing paragraphs at the close of each chapter help the reader grasp 
the contents. The book lacks narrative flow; each chapter reads like a separate 
monograph. It lacks the imaginative phrasing, the use of metaphor, and the other 
literary touches which might have added an element of distinction. But as a 
whole it is one of the most successful and impressive works of business history yet 
produced in America or any other country. This achievement should encourage 
other corporations to be equally courageous in inviting the aid of expert historians. 

AutLan Nevins, Columbia University 
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Merchants, Farmers, and Railroads: Railroad Regulation and New York Politics, 
1850-1887. By Lee Benson. (Harvard Studies in Economic History, published in 
co-operation with The Committee on Research in Economic History.) Cam- 
bridge, Massachusetts: Harvard University Press, 1955. Pp. x, 310. $5.50. 


That the Empire State, and especially New York City, played a leading part 
in the multifarious process whereby American railroads were subjected to Federal 
and State regulation has been hinted, or implied, repeatedly. So far as I know, 
however, Lee Benson has been the first to emerge into the open and advance the 
idea as a primary thesis. It is for this reason that his Merchants, Farmers, and 
Railroads is a work of definite importance. 

This book is not for light bedtime reading; serious economic history sel- 
dom is. Moreover, the author has undertaken the difficult role of the pioneer, and 
pioneers in a field of this sort are peculiarly subject to literary indigestion. Mr. 
Benson is practically compelled by the nature of his material to present it in 
topical form, and topical form is a mortal enemy of easy historical continuity. 
The author realizes this perfectly well; he struggles gallantly, and on the whole 
successfully, to render smooth a naturally bumpy roadbed, and his style of writing 
is both imaginative and refreshing. 

From an historian’s viewpoint, this book is a superior product; the good 
greatly outweighs the bad. It is perhaps unfortunate that so much emphasis is 
placed upon the merchants of New York City at the expense of other members of 
the business community; the period between 1850 and 1887 witnessed an enor- 
mous expansion of the financial aspect of the city’s activities, and although the role 
of the metropolis as a purveyor of capital is by no means ignored, one wonders 
at times where the bankers are. Certain readers may feel, also, that the influence 
exerted by urban leaders like Francis B. Thurber over rural agrarians has been 
exaggerated, but I personally consider Benson’s view in this matter to be funda- 
mentally valid—revolutions, of whatever character, are so often managed by city 
slickers! Furthermore, the assertions that are made usually are accompanied by 
suitably impressive citations, and, where they are not, the intensity of the argu- 
ment is commendably modified. Indeed, the book’s sole inexcusable fault is its 
failure to provide a formal bibliography. As a reviewer, I would have found one 
exceedingly useful. 

In undertaking a work of this kind, Lee Benson has raised at the least an 
interesting issue, worthy of the serious consideration of anyone working in the 
field of late nineteenth-century American economic history. And I, for one, 
consider that he has gone far toward proving his thesis. 

Rosert C. Brack III, Trinity College 


The Empire of Oil. By Harvey O’Connor. New York: Monthly Review Press, 
1955. Pp. xii, 372. $5.00. 


Most books on the oil industry are confined to limited areas of the subject: 
monopoly, foreign developments, technology, the story of some one company, or, 
perhaps, of the oil industry of some particular region as in Joe Bain’s three-volume 
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study of the oil industry of California or John P. Herrick’s study of oil in New 
York. Harvey O’Connor courageously attacks the whole problem, domestic and 
foreign, monopoly, economics and politics, taxation—the story of the Texas oil 
tycoons who pay little or no taxes—attempts at regulation, waste, conservation and 
reserves. Considering the difficulties of the task—amounting almost to impossi- 
bilities—he does a surprisingly good job. 

Mr. O’Connor begins with an analysis of the size of the great oil companies in an 
industry which has more billion-dollar corporations than any other. He then 
proceeds to discuss their power in domestic and foreign affairs. He describes the 
division into majors and independents; the “law of the jungle” (the rule of 
capture), which has so often caused hasty drilling, over-production and waste of 
oil, gas, capital and energy; and the wild speculation and swindling that charac- 
terized oil exploitation everywhere. 

Conservation, which the oil tycoons seem to conceive of as the limitation of 
production “to that level which assures the greatest profit to the biggest corpora- 
tions,” comes in for extended discussion. Estimates of various authorities as to 
reserves in the United States and abroad are not reassuring. One of the most 
reputable estimates gives us 20 per cent of the world’s total. We are already de- 
pendent on imports and will become increasingly sO. 

Pipelines, all in the hands of the majors, give them control over the independ- 
ents, and pipelines are very profitable, yielding some 25 to 35 per cent a year; 
refineries, also mostly owned by the majors, reinforce their control, as does their 
control of patents, often pooled in some way. In the “jungle of the market” the 
marketers, the jobbers and operators of bulk stations, tank trucks and service sta- 
tions fare badly, but the remedy for this is not apparent. 

O’Connor tells of the emergence of co-operatives, domestic and international, 
and of the strategy of the oil companies in trying to prevent them from growing 
too strong. Two interesting chapters deal with advertising and its general failure 
to win public friendship and brand loyalty. He discusses the off-shore oil grab, 
showing how the largely tax-free oil tycoons fueled the Dixiecrat movement and 
got the oil under Eisenhower. His discussion of oil control of Texas politics is 
interesting, but slightly ominous. 

A timid or lazy man would not have tackled the story of the fight for oil abroad; 
but O’Connor has interesting chapters on the operations and machinations of 
Royal Dutch Shell, Anglo-Persian, Standards of New Jersey and California, 
Socony, Gulf and Sinclair, in Russia, Mexico, Venezuela, Iran, Iraq, Turkey, 
and Arabia. In some of these areas profits have been fantastic, but ruling kings, 
shahs, sheiks, and military dictators have demanded and got generous royalties 
which enabled them to live in a style to which they were unaccustomed. 

It is a good story, well told, but perhaps it exaggerates the power of the big oil 
companies and their culpability. The oil industry is simply no place for the little 
fellows. General Motors stands first in profits, and it treats its retail agencies quite 
as ruthlessly as the big oil companies treat their marketers. Big business is in the 
saddle, more and more firmly seated. 





Joun Ise, Goucher College 
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Nathan Trotter, Philadelphia Merchant, 1787-1853. By Elva Tooker. (Harvard 
Studies in Business History XVIII.) Cambridge: Harvard University Press, 
1955. Pp. xvii, 276. $6.00. 





This book represents a triumph in the condensation and presentation in suitable 
form of a voluminous mass of primary source materials. Major credit, of course, be- 
longs to Elva Tooker for an enormous amount of painstaking work (largely at 
her own expense) in examining some 1,100 volumes of bound material and nearly 
200 boxes of miscellaneous items of Trotter letters and accounts presented in 1926 
to the Baker Library of the Harvard Graduate School of Business Administration. 
Professors Gras and Gay apparently furnished the impetus to get the study going, 
and Professors Henrietta M. Larson and Thomas R. Navin edited the finished 
product. I doubt if anybody else will try to improve on Miss Tooker’s work. 

Nathan Trotter was a Philadelphia Quaker businessman who believed in saving 
all his records. Most probably he never expected that a Miss Tooker would spend 
years looking them over or that Harvard University would sponsor a moderately- 
sized printed volume about them some 102 years after his death. Miss Tooker 
cites a ledger entry of December 31, 1845, which is worth mentioning in this 
connection. Nathan Trotter, in forcing a reconciliation of the ledger to the tune of 
some $128.32 as an alternative to checking back two years for the source of the 
error, entered an apology to himself and “any others who subsequently may look 
over my Books.” Trotter gives the definite impression not only that he has 
nothing to hide but also that he would welcome inspection. 

Trotter was not a “captain of industry” but he might well be called a sergeant 
of trade who became a captain of finance towards the end of his career. His origi- 
nal business was wholesaling and jobbing metals in fabricated or semifabricated 
form, such as tin plates and copper sheeting, zinc plates, copper and iron kettles, 
and iron and steel items of all descriptions. Much of this business was carried on 
with English manufacturing concerns and their London agents. The volume of 
business grew comparatively steadily from decade to decade, and the marketing 
area gradually spread from eastern Pennsylvania to eastern United States. The 
annual dollar volume of sales expanded from around $75,000 in the period 1815- 
1823 to around $350,000 in the interval 1846-1849. Miss Tooker’s account of this 
growth is well rounded yet highly informative on matters of commercial detail. 

The timing of the annual ups and downs in Trotter’s sales furnishes further 
support for opinions voiced some time ago by price historians that we have long 
entertained an unsatisfactory picture of the commercial history of the period, so 
far as year-to-year experience is concerned. Miss Tooker, apparently leaning on 
Thorp’s Business Annals, which probably leans in turn upon news from the 
money markets, expresses surprise that Trotter’s sales continued to hold up well 
after the Panic of 1837 (page 57, for instance). Judging from commodity-price 
indexes available for the period, it would have been more surprising if the years 
1838 and 1839, at least, had not witnessed pretty healthy business activity for the 
Trotters. It was in the years 1841-1843 that the rate of turnover really slowed 
down in American agriculture and commerce. Not until then did prices descend to 
depths rarely plumbed before or since. 

Nathan Trotter’s interest turned from trading in metals to trading in short-term 
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money about the middle of his career, and he succeeded in amassing a respectable 
fortune in the last fifteen years of his life. Total “receivables,” for instance, grew 
from $225,000 in 1839 to $1,494,000 in 1852; and annual profits expanded from 
$11,493 to $55,565 during that same interval of time. Miss Tooker notes that in- 
terest rates in Philadelphia were frequently high: 10, 12, 20, and even 30 per cent 
per annum (page 182). I am reminded of the quotations of 5 per cent per month 
in Cincinnati during the “railroad panic” of 1854 and quotations of 10 and 15 
per cent per month in San Francisco in the early 1850’s. (Commodity prices in the 
California market were not inflated at all compared with charges for the use of 
money.) All this took place in no violation of 6 per cent usury laws, of course, 
because bill or note discounters gained a position in the courts as purchasers, not 
to be confused with moneylenders! 

Miss Tooker’s book is of particular value to students of the development of 
business ethics, in part because she has made it a point to note items throwing 
light upon Trotter’s conscience. Her approach is to give us the picture of a man 
against the background of his concern. I hope that we may uncover records and 
memorabilia of other persons—not necessarily as outstanding as Nathan Trotter— 
in various walks of economic life in order that we may better understand the 
manner in which they lived and made their living. 

Tuomas S. Berry, University of Richmond 


Occupational Mobility in American Business and Industry 1928-1952. By W. 
Lloyd Warner and James C. Abegglen. Minneapolis: University of Minnesota 
Press, 1955. Pp. xxi, 315. $5.50. 


This is a valuable book. It presents sound evidence on a subject on which 
there has been little fact and much fancy. Since the publication of Sorokin’s 
Social Mobility in 1927, sociologists and historians have given not a little attention 
to vertical occupational mobility in American society, but since the publication 
of the Taussig and Jocelyn study of 1928 there has been no comparable study of 
the origins of American business leadership until the past year. Within a few 
weeks Mabel Newcomer published her able book, The Big Business Executives, 
based on a study of about 1,500 leaders of the nation’s largest corporations, and 
Warner and Abegglen’s work has carried the Taussig and Jocelyn study forward 
in time. 

Warner and Abegglen present information gathered from more than 8,000 
men who in 1952 held top executive posts in the largest American companies 
engaged in finance, production, or distribution. This included data on the 
occupation and family status of the father of the business leader, on the occupa- 
tional and status origin of his wife, and on his own country or region of birth, 
education, and occupational career. The results were tabulated by various cate- 
gories and were compared with those of Taussig and Jocelyn, thus providing 
generalization for about a century of American business leadership, a sufficient 
period to indicate long-time trends. The findings were also compared with census 
data on comparable occupations in American society in order to determine which 
occupations were over-represented and which under-represented as sources of 
the leadership studied. 
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The authors explain in detail their statistical methods and techniques. Appar- 
ently no effort was spared in making this study statistically as sound as it could 
be made for representative coverage, accuracy, and bias. This is quite apparent 
in the attention given to preparing the questionnaire and the list of names, in 
the testing of responses by interviews, re-submission of the questionnaire, and 
other means. 

While this book shows high technical competence on the part of the authors, I 
was especially impressed by its sound basis in sociological fact and theory. This 
basis gives it a distinctive character and authority. 

This book has much to offer economic historians. First of all, it presents sig- 
nificant generalizations and conclusions about changes in recent decades in the 
origin of American business leadership. It demonstrates the need—and provides 
something of a model—for similar investigations in such other areas as the lower 
echelons of management, smaller companies, and specific regions, and it under- 
scores the importance of checking popular beliefs about the history of business 
with careful historical investigation. 

Henrietta M. Larson, Harvard University 


The Canadian Nickel Industry, A Study in Market Control and Public Policy. 
By O. W. Main. (Canadian Studies in Economics, Number 4.) Toronto, 
Canada: University of Toronto Press, 1955. Pp. ix, 168. $3.25. 


The present world-wide demand for nickel and its limited supply has focused 
widespread attention on this strategic metal. O. W. Main, who is Assistant 
Professor of Economics at the Institute of Business Administration, University 
of Toronto, has made a comprehensive study of the Canadian nickel industry 
in relation to its market control and the implications of public policy. This book 
is not so much a history of a commodity, but rather an examination of the 
development of policy by a company which through circumstances, fortuitous or 
otherwise, developed a “inonopoly” control over markets and prices. The current 
tendency for mergers and consolidations in the industrial field is receiving the 
serious attention of economists. Mr. Main’s study of a specific commodity 
dominated largely by a single producer makes a valuable contribution to the 
literature of this subject and should prove of interest to all economists and 
students of industrial development. 

The discovery of the nickel-copper deposits in the Sudbury Basin in 1883 
marks the beginning of what has become the world’s largest source of nickel. 
The development in Europe in 1890 of nickel-steel for armour plate was destined 
to have a profound influence on the industry, not only in stimulating an enor- 
mously increased demand for nickel but in matters of governmental policy and 
the control of markets. 

In 1886 the Canadian Copper Company was organized at Cleveland, Ohio, 
with a capital of $2,000,000, and it acquired extensive holdings in the Sudbury 
district. The dominant position attained by this company in the early years of 
the Sudbury developments was maintained. The author traces the numerous 
mergers and consolidations that have taken place over the past seventy years. 

The early stages of the industry in America, handicapped by the lack of a cheap 
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process to refine nickel, were followed by rapid developments. After 1890, when 
the Orford process was developed, the Sudbury ores became a serious competitor 
to those of New Caledonia. The discovery of nickel deposits on the French 
island of New Caledonia in 1874 and their subsequent development by French 
and other European interests had placed the French company Le Nickel in 
virtual control of the nickel refining business in Europe. By 1891 three producers 
were operating in the Sudbury area, but an arrangement with the Orford Com- 
pany gave the Canadian Copper Company a preferred position, and by 1894 it 
was the sole operator in Canada. A price-cutting war between Le Nickel and 
the Orford interests in which the price dropped from 60 to 35 cents a pound 
characterized the 1890’s. At the turn of the century the Mond interests of Great 
Britain entered the Sudbury field. They opened up mines and built smelters 
and the matte was refined in Great Britain by a newly developed process. In 1902 
an amalgamation of Canadian Copper and the Orford Company along with 
several other companies resulted in the formation of International Nickel Com- 
pany. The struggle for market control continued. 

Public policy is dealt with at length in this book. It hinged on two major 
issues, namely acquisition of mining claims and the refining of nickel in Can- 
ada. Canadian Copper and later International Nickel controlled the major de- 
posits of the Sudbury area. The desire of Ontario to promote mineral develop- 
ment brought the interests of International Nickel and the Province into conflict. 
The policy of the company in discouraging additional development in the area 
might at this early period have had some justification. The Canadian industry 
was faced with foreign competition and nickel was limited in its uses. To permit 
unlimited opening up of properties could have had a disturbing, and perhaps 
disastrous influence on the market. The matter of refining, however, was another 
matter. The agitation to have refining in Canada was carried on for almost 
thirty years. Legislative attempts to force the issue failed when the company 
threatened to close its mines. The agitation was renewed vigorously during 
World War I. Public opinion finally prevailed and the refining of matte was 
transferred from the United States to Canada in 1918. 

After the collapse of the armament boom, the demand for nickel dropped 
drastically. The strong position of International Nickel enabled the company 
to institute and carry on a policy of aggressive research in new uses of nickel. 
This research policy has been continued by the company. The book places an 
emphasis on the monopolistic aspects of the industry, but consideration should 
be given to the peculiar position that nickel occupies as a commercial metal. 
This is well expressed in a previous study by the late Alex Skelton, “From an 
impartial economic standpoint the present organization and policy of the nickel 
industry may be judged to be in the best interests of the industry itself, of the 
consuming public, and of the contemporary industrial and social order. The 
complex technology of the industry necessitates a very large capital investment 
per ton of output, and the problem, as in other mining industries, is to protect 
this investment once made.” } 


1 Alex Skelton, “The Nickel Industry” in Yandell Elliott, Elizabeth S. May, J. W. F. Rowe, 
Alex Skelton, and Donald H. Wallace, International Control in the Non-Ferrous Metals 
(The Macmillan Company, New York, 1937), p. 161. Reprinted with the permission of The 
Macmillan Company, New York. 
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The book is well furnished with notes and references and also contains a good 
bibliography on nickel. O. W. Main has made a worthwhile contribution to 
an important and significant subject. The book will not only be of interest and 
value to the economist, but to all those interested in the modern trends of in- 
dustrial expansion. 

W. R. McCLeLianp, Ottawa, Canada 


The Business Enterprise as a Subject for Research. By Howard R. Bowen. Pre- 
pared for the Committee on Business Enterprise Research. New York: Social 
Science Research Council, Pamphlet No. 11, 1955. Pp. viii, 103. $1.25. 


Although it touches but briefly on history, this preliminary report of The 
Committee on Business Enterprise Research will be of interest to economic 
historians. It results from work undertaken in the belief that encouragement 
should be given to “the growing convergence of economic, sociological, and 
psychological research and thinking with respect to the business enterprise as a 
major institution in our society” (p. iii). The report includes a thought-provoking 
survey of the field by Howard R. Bowen and a useful, brief, selected bibliography 
of literature on business enterprise. Rather than write a composite report, as was 
done by the members of the Council’s Committee on Historiography, this group 
has aided an author in writing his individual report. In two appendices, mem- 
bers of the committee, George Katona and Herbert A. Simon, express differences 
of opinion and their own particular emphasis. 

In three short chapters Howard Bowen discusses three main topics: research 
in business enterprise as a point of convergence of the social sciences, the frame- 
work of the theory of the firm, and possible research areas and problems. Past 
work is briefly reviewed and check lists are included which might serve to guide 
researchers to common topics: these include lists on environmental conditions, 
internal conditions of the firm, overt actions of the firm, and some specific 
detailed questions about business enterprise. Bowen states that one of the ob- 
jectives of business enterprise research is the development of a theory of the firm, 
and he recommends intensified empirical investigation on specific and detailed 
aspects of business behavior, the provision of the necessary funds for this costly 
work, and better communication between those in various fields concerned with 
the study of business enterprise. 

Since the report is brief and preliminary, it necessarily has gaps. In reviewing 
the approaches of different groups to the study of business enterprise Bowen 
can touch but briefly on any one, and to some he gives but passing mention. 
One recommendation for a second and larger report is that a greater variety of 
experts doing different types of empirical research might well be represented on 
or consulted by the committee. The bibliography is necessarily limited; it is 
restricted to publications in English largely during the last ten years. Inclusion 
in only the footnotes of the report prevents some useful items being disregarded 
altogether. There is no space in such a brief report for a discussion of methodology. 

Few will disagree with the opinions expressed that the field discussed is a 
fruitful one for research, that the disciplines of the various social sciences are 
necessary in order to achieve an adequate analysis of business enterprise, or that 
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communication between those in different fields is unsatisfactory and detracts 
from a wider use being made of accomplished research. The problem remains 
one of understanding different motivations for research and of how specifically 
to share research techniques, experience, and results. Given the breadth of the 
subject and the variety of discipline attracted to this field, the Committee on 
Business Enterprise Research has much work ahead. 

Murigt E. Hipy, Business History Foundation, Inc., New York, N.Y. 


A History of the Massachusetts Hospital Life Insurance Company. By Gerald T. 
White. (Harvard Studies in Business History.) Cambridge, Mass.: Harvard 
University Press, 1955. Pp. xvii, 229. $5.00. 


The title of this business history, as of the company with which it deals, is 
misleading, for, according to its author, the book is the story of a Boston financial 
organization which became a prototype of the modern trust or investment com- 
pany. The founders and subsequent directors and managers, who strongly 
influenced the business objectives and key policies of this company, were rep- 
resentative of Boston’s first families. The company was chartered in 1818 for 
the purpose of contributing to the financial support of Massachusetts General 
Hospital. This basic motivation created specific problems for its managers during 
the initial seventy years of its existence, and the company’s development was 
significantly modified thereby. In the absence of this charitable motive, it is 
reasonable to assume that Massachusetts Hospital Life might have developed 
into an aggressive marketer of life insurance or a more broadly based trust 
institution. It did not, and in the process suffered a relative decline in importance 
after 1878. One of the real contributions of the work is that it deals with a com- 
pany which did not move, stride for stride, with its contemporaries. 

Although one of White’s objectives was to give the reader “a feel for the men 
who organized it and the generations of leaders who guided it,” this feeling 
fails to come through. Instead, the descriptions of the management personnel 
too often stress the number of directorships its members held on textile and 
railroad company boards. Some of this detail was important to provide a picture 
of the interrelationship of representatives of the textile and railroad interests on 
the company’s board, together with their utilization of its lending resources. 
This minute account, however, seems unnecessary. To one not a student of 
Boston social and commercial society, the result is too often tedious and repetitive. 
The tempo of the history is thereby needlessly retarded. 

As the story unfolds the reader is conscious of the steady and unrelieved drift 
toward economic oblivion by a company which at an early date had become one 
of the strongest financial institutions in New England. While a part of this 
decline is explained by the managers’ refusal to change their basic principles, 
another part can be explained only in terms of poor selection of loan security. 
Although White indicates that he is aware of the nature of certain loans and 
the impairment of the underlying security values, his reluctance to evaluate 
more closely the investment decisions of the men who recommended the loans 
leaves an obvious gap in his analysis. The study would have been stronger had 
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an attempt been made to place the company more concretely in a background 
of the complex pattern of textile and railroad financing in pre-1g00 New England. 
In addition to the previously indicated need for a tighter editing, there was 
one other apparent deficiency in this book. Despite the reference to the existence 
of corporate and accounting records, “without a gap,” neither the text nor the 
appendix contains data on income and expenditures. Omission of such material 
from the book is most acutely felt by the student of investment institutions since 
the records of the company are private property and the material can be found 

in no other place. 
Orance A. Smatiey, Loyola University, Chicago 


A History of the Cutlery Industry in the Connecticut Valley. By Martha Van 
Hoesen Taber. (Smith College Studies in History, Vol. XLI.) Northampton, 
Mass.: Dept. of History, Smith College, 1955. Pp. vi, 136. $2.00. 


This short volume of seven chapters provides a remarkably meaty historical 
survey of the structure and organization of an industry that has been little affected 
by modern trends toward big business, rationalized production, and labor union- 
ization. Since many of our knife blades, scissors, shears, and other cutting tools 
come from small plants with fewer than one hundred employees, owner-managed 
and located in small communities in a rural environment, a first task involves 
explaining why these small firms survived in spite of adherence to old methods. 

The first three chapters define the industry and trace its early development 
in terms of men, managers, and processes. In the third chapter, “How Cutlery 
is Made,” the adaptation of a number of innovations, significant in the history 
of the industry, is described, and the business and economic aspects of such 
change in technique are suggested. Other phases of production management are 
taken up in a later chapter which casts some new light on sources of labor (both 
native and immigrant), the inside contract system, pay rates, and efforts at 
unionization. The concluding chapter summarizes findings that are of major 
significance, with focus upon the economies of small-scale production. 

The fourth and fifth chapters, which deal with the firm, the market, and 
interfirm relations, will particularly interest those groping for a better under- 
standing of the business history of small firms. It becomes clear that, although 
the optimum size of a firm for cutlery production is small by comparison with 
other industries, the optimum quantity of output for any single item is larger 
than the orders that management can usually get. Thus a major challenge to 
management has always been to obtain and work on sufficiently large orders to 
enjoy those economies of mechanization and quantity production appropriate 
to the small factory. Since such concentration involves refusal to make items 
requiring only a short run, it antagonizes good customers, and therefore this 
policy cannot be consistently followed. Furthermore, in order to undertake con- 
tinuous production of any particular item there is constant temptation to make 
up goods for stock, in spite of the risk this entails. While the point is not ex- 
plicitly labored, the material makes clear the degree to which productive efficiency 
depends upon effective marketing. 
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Specialization within the cutlery industry, “actually a group of industries” 
(p. 6), has been carried far, partly as a result of each firm’s attempt to concen- 
trate on the production of a few items by which it gains unique economies. This 
tends to provide some shelter from competition, at least in good times, in spite 
of the continuous breakdown of price and other trade agreements. In depression, 
however, each firm gets whatever orders it can, and thus there is a reversion to 
the broad range of output characteristic of these firms a century ago and pre- 
cluding many economies of systematic production. 

Miss Taber’s study, submitted as a doctoral dissertation at Columbia Uni- 
versity, is based on a wide range of sources. Company records, manuscript 
Census returns, Census monographs, newspapers, trade journals, and local and 
industry histories have all been used to reconstruct a meaningful picture of the 
industry. Much care has been used in pointing to changes in Census classifica- 
tions, but there is no report on comparison of data submitted by the companies 
for the Census with the magnitudes of such data revealed from the actual com- 
pany records. That would have been valuable, but it might have involved a more 
intensive reconstruction of individual company records than can be expected in 
the history of an entire industry. 

TueoporE F, Marsurc, Hamline University 


La naissance de la grande industrie en Dauphiné (fin du XVII° stécle-1869). 
By Pierre Léon. (Université de Grenoble, Publications de la Faculté des Lettres, 
no. g.) Paris: Presses universitaires, 1954. 2 vols. Pp. xvii, 965 (pag. con- 
tinuous). 


No one can fail to be impressed by the thoroughness and detail of this study, 
which is a monument not only to French historiography but to the doctorat-és- 
lettres as well. M. Léon has consulted all the traditional archival sources, both 
in Paris and in the provinces, and has gone beyond these to examine a large 
selection of private records of business firms and families in the Dauphiné area, 
as well as those of the Bank of France. The bibliography alone—almost one 
hundred pages—is a major contribution. 

This is a study in regional economic growth. It begins with the geography of 
the area, which is largely mountainous, but open on the west and northwest to 
the Rh6éne valley and Lyons. A discussion of local resources is followed by an 
analysis of the composition and structure of Dauphiné industry at the beginning 
of the eighteenth century: essentially rural, relatively free of gild regulation and 
administrative restraint, dispersed in small units—peasant or artisanal for the 
most part. The nearest thing to large-scale industry was the iron works, employ- 
ing perhaps 50 or 100 men, most of them miners, woodcutters, and carters, and 
painfully assembling its raw materials so as to be able to do a run every two or 
three years. In textiles, wool and linen particularly, the merchant-manufacturer 
played an important role, in defiance of regulations aimed at preserving the 
independence of the home producer. In this early period, only a few efforts by 
outsiders to organize larger enterprises, technically similar but commercially 
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stronger than the vast majority of industrial units in the area, testify to the 
direction of later development. 

The remainder of the work is devoted to the long process of mechanization 
and commercialization, which culminated, in Léon’s words, in the “triumph of 
large-scale industry.” Essentially, the story is one of response to outside change, 
stimulated by the movement of “foreign” capital and enterprise into the region. 
Like much, if not most, of France in the eighteenth and early nineteenth cen- 
turies, the Dauphiné constituted a semi-autarkic economic unit. To be sure, its 
cloth was shipped as far as the Levant; some of its gloves went to the New World. 
Important raw materials came from abroad via Lyons and Beaucaire. Nevertheless, 
most of its complete range of products, particularly the coarser qualities, was 
intended for local needs; in the high country, particularly, backward techniques 
long survived owing to the commercial isolation of the scattered valleys from 
the better and potentially cheaper products of other areas. 

The opening of the region to outside influences was largely the consequence of 
changes in communication, in conjuncture with the growing gap between the 
techniques of local industry and the rapidly advancing level of the best outside 
practice. The road-building programs of the eighteenth century were a small but 
promising beginning; the decisive gains were made after 1815, in better roads at 
first, then in railroads, which finally forced their way past the opposition of 
vested interests, the debates of rival commercial centers, and the competition of 
concession-hunters in the late 1850’s. 

At the same time, such local resources as had once served, at least in part, the 
industrial needs of the area, were either used up or came to be increasingly un- 
economical. The coal mines could not compete with those of the Loire basin; iron 
output shrank, especially after 1860; the wool, hemp, and hides of the region gave 
way before imported products. 

In the long run, some of the oldest and most important industries declined 
sharply in the face of modern competition: the small woolen enterprises, the cot- 
ton firms—never comfortable in the Dauphiné—the linen manufacture, the stock- 
ing and leather trades. Iron and steel manufacture was forced to regroup, shrink- 
ing drastically and sacrificing the semifinished products for difficult specialties 
with relatively high labor costs. On the other hand, the silk industry prospered 
mightily as the entrepreneurs of Lyons turned to the country for a cheaper, more 
docile source of labor; and paper manufacture, thanks to good water and skilled 
workers, became a giant of national and even international stature. In general, 
the secular process of mechanization and rationalization led to a concentration of 
industry in the more accessible plain along the Rhéne; but at the end of the period, 
the first successful experiments in the use of high water power already foretold 
the return to the mountains and the era of hydroelectricity. 

It would be difficult to enumerate all the virtues of this work. It is exhaustive, 
and treats the various industries not only from the point of view of technology 
and production, but also with respect to enterprise and capital. Indeed, the sec- 
tions on profits, investment, and credit are among the most original and valuable 
in the book. There also are important discussions—sometimes concentrated, 
sometimes interspersed with other material—of the role of government, of com- 
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mercial relations with other areas, of fluctuations of price and output, and, finally, 
of working conditions and the rise of a class-conscious proletariat. In sum, if we 
were fortunate enough to have similar studies for the rest of France, we could 
write a new economic history of the country. 

Under the circumstances, it is somewhat ungrateful to point to a number of 
shortcomings, particularly to note—as one must—that the very comprehensiveness 
of the treatment is often an obstacle to meaningful analysis, that M. Léon is often 
too enamored of detail. There are also some specific weaknesses. The efforts to fit 
all business depressions into an a priori model of the cycle succeed only at the 
expense of the facts. The arithmetic leaves something to be desired at times (cf. 
p. 490: “a saving of 108°/”; p. 660: “an increase of 1839% in 53 years, or an av- 
erage of 34% a year”). The discussion of the Treaty of 1860, which begins with 
the excessive statement that it “practically meant free-trade,” nevertheless seems 
to underestimate a change whose effect was quite apparent in the statistics of 
business failures (p. 816). There is no question that the work would have gained 
considerably by a more skilful use of statistical techniques and economic concepts. 

More serious, perhaps, is a certain parochialism, all the more regrettable in that 
it was unnecessary, and does not do credit to the author’s obvious familiarity with 
the wider aspects of French economic history. To be sure, the task of fitting a re- 
gional history into a national context is not an easy one; the question is always 
where to stop. Nevertheless, M. Léon’s study of the Dauphiné is far too thorough 
in its exclusion of outside data. These are especially needed for the analyses of 
time series: outputs, prices, and so on. The statistics—and behind them, the in- 
dustrial history of the province—are deprived thereby of an entire dimension of 
meaning. 





Yet, it should be repeated, all this weighs little in the balance against the out- 
standing merits of the work. This is an important study, one of the finest to come 
out of France in recent years. The University of Grenoble and the other sponsoring 
institutions are to be congratulated on their readiness to finance so scholarly and 
expensive a publication—with footnotes at the foot of the page. 

Davin S. Lanvgs, Columbia University 


COMMERCE AND TRADE 


Distribution’s Place in the American Economy since 1869. By Harold Barger. 
(Publication of the National Bureau of Economic Research.) Princeton: Prince- 
ton University Press, 1955. Pp. xviii, 222. $4.50. 


Mr. Harold Barger has produced an important contribution to our quantitative 
knowledge of a relatively unexplored field: the significant changes that have taken 
place in distribution during the eighty years from 1869 to 1949. He reaches three 
principal conclusions: (1) The fraction of the labor force engaged in distributing 
commodities has shown an upward trend, and the fraction engaged in producing 
commodities, a downward trend, ever since the Civil War. (2) Productivity, in 
terms of output per man-hour, in both distribution and production, has tended to 
rise throughout the eight decades, but much more rapidly in the commodity- 
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producing industries (agriculture, mining, and manufacturing) than in wholesale 
and retail trade. (3) Distribution’s cost, as measured by the distributor’s share of 
the retail sales dollar, experienced a very slow, but definite expansion between the 
Civil War and World War I, but has remained decidedly stable since then. The 
data upon which these findings are based are much more precise and reliable for 
the 1929 to 1949 period than for the earlier years. 

Unfortunately, Mr. Barger has chosen to confine his analysis to the institutional 
rather than the functional concept of distribution, and even his institutional ap- 
proach is limited, particularly because it omits wholesale trade transactions other 
than those with retail stores. Thus, he restricts “distribution” solely to the activ- 
ities of the wholesaling and retailing systems in the handling of “finished goods and 
construction materials whose eventual outlet is some sort of retail store.” Obviously 
this narrow concept limits the applicability of his conclusions. Since all other 
marketing activities are included in “production” rather than in “distribution” 
(where they properly belong), his figures for productivity and costs reflect in- 
herent biases in both areas. 

Let us examine each of his three main conclusions: 

1. Distribution’s Share of the Labor Force. For every 1,000 persons engaged in 
production (manufacturing, mining, and agriculture) in 1870, there were less than 
100 persons engaged in distribution (wholesale and retail trade); in 1950, there 
were about 4oo. Several reasons account for this extensive increase in distribu- 
tion’s share of the labor force: (1) The scope of the marketing system has been 
expanding constantly in order to distribute the ever-growing variety of goods 
accompanying our rising standard of living. (2) Because of urbanization, large- 
scale, specialized production, and other factors, more goods now move through 
wholesale and retail channels than formerly, as goods once consumed by their 
producers (that is, farmers), or previously sold directly by the producer to his local 
market, presently enter the distributive system. (3) The distributive trades now 
perform, on balance, “somewhat more” services for consumers than formerly. (4) 
Weekly hours of work in distribution have been reduced much more, relatively, 
than in production, obviously requiring a proportionally greater labor force to do it. 

Barger’s conclusion, however, while basically true, should be accepted with 
certain qualifications or reservations: (1) Such a change in the relative propor- 
tions of workers in “production” and “distribution,” per se, could imply a relative 
decrease in the productivity of distribution, or, at least a failure to increase as 
rapidly as that of production. Actually, neither “production” nor “distribution” 
means the same thing in 1950 as it did in 1870, and such comparisons can there- 
fore be quite misleading. (2) Barger’s work is based on Carson’s estimates of the 
total labor force, which include the jobless. Since the percentage of unemployed 
can vary greatly (in 1940, 14 per cent; in 1950, 5 per cent), Barger’s input (and 
productivity) findings may well have been altered if the jobless were excluded. 
(3) By lumping all commodity-producing industries into a single, undifferentiated 
category of “production” for comparison with “distribution,” he obscures certain 
significant relationships, particularly in the 1930-1950 period. If we separate 
agricultural, mining, and manufacturing, it can be shown that, during these two 
decades, the labor force in the first two segments declined while in manufacturing 
it rose almost as much as that of distribution, using Carson’s figures, and even 
exceeded it, using more accurate Department of Commerce figures. (4) Barger’s 
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distribution labor force data include persons engaged in advertising and miscel- 
laneous business services, but their output is not included in his output indexes, 
thus creating an unwarranted downward bias in his productivity findings. (5) 
His distribution input figures apparently include all persons engaged in wholesale 
trade, per se, that is, not only those involved in selling finished goods and construc- 
tion materials to retail outlets. However, his output figures are limited to this latter 
category, again resulting in a downward productivity bias. 

2. Output and Productivity. Barger concludes that, over the 1869-1949 period, the 
average annual rate of increase in output per man-hour in distribution (1.0 per 
cent) did not keep pace with that of commodity production (2.6 per cent). He 
confirms this differential trend by pointing to “the relative sparsity of technological 
innovations” in distribution in comparison with those achieved in the commodity- 
producing industries. This seems logical enough for an industry which creates es- 
sentially time, place, and possession, rather than form utilities. 

As with his input figures, however, Barger’s measures of output and his produc- 
tivity indexes may also be subjected to considerable qualification. In the first place, 
his distribution output indexes are based solely on the output of finished goods and 
construction materials, in producers’ 1913 prices (taken from Shaw’s Value of 
Commodity Output since 1869, N.B.E.R., 1947) sold through retail stores, 
weighted by value added by distribution (gross margins). These net output of 
distribution indexes may reflect changes in the physical volume of finished goods 
passing through retail outlets over the years, but are they ¢rue measures of output? 
They certainly do not reflect the increase in functions performed and services 
rendered by distributors in such areas as store facilities, service at point of sale, free 
home trial, credit, delivery, etc., which Barger himself traces. He admits, therefore, 
his distribution output index has “some downward bias.” Reavis Cox has criticized 
Griffin’s index of productivity in trade on similar grounds (Journal of Marketing, 
XII, p. 436). 

Furthermore, by excluding from his distribution output index the substantial 
volume of goods, finished and unfinished, handled by wholesalers, but not going 
to retailers, he understates both its output and productivity, since his input figures 
include all wholesale trade. 

Then too, according to Barger, output per man-hour in the 1929-1949 period 
went up by one fifth in distribution, but rose two thirds in commodity production. 
Yet, here again, his lumping of agriculture, mining, and manufacturing into a 
single category obscures diverse trends. Thus, manufacturing, treated separately, 
using Department of Commerce employment figures and a 1949-1950 base period, 
shows an output per man-hour increase not substantially larger than for distribu- 
tion, as might be implied from the relatively greater opportunity for “technological 
innovations.” 

Barger further reasons that the relatively slower rise in distribution’s output 
per man-hour, as against that of “production,” over the entire 1869-1949 period 
must have caused costs of distribution to rise, that is, that more cents out of the 
consumer’s dollar must be absorbed in distribution than in production. He then 
declares this to be precisely what happened (p. 44), yet, at another point, he 
shows that distribution’s share of the retail sales dollar has stabilized since the 
1920's. 
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‘Furthermore, there is no necessary connection between Barger’s output per man- 

hour changes and the elusive, complex concept of “efficiency.” He himself admits 
that distribution costs may be affected by factors other than labor (which is the 
only one entering his productivity measures). Nor can distributive margins be 
regarded as indexes of “efficiency,” since higher or lower margins may be due 
just as much to functions performed as to relative efficiency of performance. 
3. Distribution Costs. These are defined as “the gross spread, or the difference 
between the value of commodities leaving the distribution system and their value 
when they entered the system,” or the equivalent of “value added by distribution.” 
He concludes they showed a slow, long rise from 1869 to 1929, from 32.7 per cent 
to 37 per cent, but have remained stable since then at about 37 per cent. Actually, 
his figures for both 1909 and 1919 are 36.5 per cent, so that one could safely say 
that distribution costs have remained virtually unchanged over the last forty 
years. This confutes the contention that distribution costs have been on the rise, 
and strikingly confirms Converse’s claim that they have not risen in forty years 
(even though Converse’s concept of distribution is functional, and thus much 
broader). 

What explanation is there for this stabilization? Certainly, the slower rate of 
increase in distribution’s productivity, and the “somewhat more service” (p. 36) of 
retailers are factors tending to increase, not stabilize, costs. The answer might 
well lie in certain major shifts in marketing functions among retailers, whole- 
salers, manufacturers, and even consumers, which have tended to balance the pro- 
ductivity and service factors, and each other, costwise: (1) Manufacturers are tak- 
ing over more and more of the distributor’s job; witness the greater rate of ex- 
pansion of manufacturers’ national advertising and packaging than of retail sales 
(see Fortune, August 1955, p. 81). (2) Many functions, formerly borne by the 
consumer, have been shifted onto the manufacturer or the distributive system; 
meanwhile he wants more services and assortments. (3) The growth of self-service, 
however, is a contrary influence. (4) The over-all decline in wholesaling, as evi- 
denced by Barger’s figures, has, in some cases, shifted such activities as assembling, 
storing and breaking bulk onto retailers, thus driving up retail margins, such as 
those of department stores. (5) Barger also points up the tendency for new forms 
of retailing to enter the scene as low-price operators offering minimum services. 
As they mature, they tend to add new services and functions, and thereby to 
require higher margins. This, in turn, invites new forms of retailing to come in 
at lower margins. The department store, the chain, and the supermarket are good 
examples of this historical tendency, and now we might add the discount house, 
which has extended low margins to such traditionally high-margin lines as con- 
sumer durables. (6) Increased vertical integration (forward by manufacturers, 
backward by retailers), a factor which receives too scant attention in Barger’s 
analysis. 

The effects of these shifts on the relative cost of distribution cannot be traced 
in the Barger study because of its limited institutional, rather than functional, ap- 
proach. As a further consequence of this definitional limitation, Barger’s estimates 
of distribution costs are considerably lower than those of other studies which have 
attempted a more functional approach, for example, the Twentieth Century Fund’s 
figure of 59 per cent (Does Distribution Cost Too Much?, 1939), later corrected 
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to 52 per cent, Converse’s estimate of 48.1 per cent as of 1948, and Mantell’s esti- 
mates of slightly over 50 per cent (1929 and 1939). It will be interesting indeed 
to compare Barger’s results with those of Reavis Cox when his forthcoming study 
of the cost of distribution, for the Twentieth Century Fund, is published. 

To sum up, Barger’s solidly empirical study stands as an authoritative, valuable 
benchmark in the history of distribution costs and productivity, but it has its 
limitations. Barger himself has recognized and admitted, quite frankly, many of 
these limitations, especially the institutional rather than functional character of 
the approach and the lack of precision and consistency in some of the data. Also, 
in a number of cases, he offers quantitative evidence to show that certain omissions 
or inadequacies in data would not greatly alter his conclusions. Nevertheless, the 
limitations exist, and the reader should be well aware of them if proper use is to 
be made of the findings. Be that as it may, the book itself will undoubtedly stir 
considerable controversy among those interested in this area, which remains one 
of the murkiest in the entire economy. 

ArNo_p Corsin, New York University 


Industry in the Pacific Northwest and the Location Theory. By Edwin J. Cohn, 
Jr. New York: Columbia University Press, 1954. Pp. x, 214. $3.50. 


In forecasting industrial development as in the anticipation of rapid economic 
growth generally, the Pacific Northwest has been optimistic and ambitious for 
a long time. During the boom years early in the present century an easy confidence 
prevailed that the large population increases and the expansion of commerce 
would be accompanied by advances in manufacturing. There was a general 
belief that the economy of the region would expand in a balanced and diversified 
manner. In gauging the progress of the Northwest from a frontier status to 
that of a fully developed economy, one yardstick was taken to be the increase 
of industrialism. 

In later years, however, there seemed to be less reason for optimism. Indus- 
tries did not grow up and prosper as had been expected, and the region con- 
tinued to exhibit frontier characteristics, particularly in its excessive dependence 
upon resource exploitation, much longer than was anticipated. This meant 
many disappointments in enterprises which seemed promising enough, but 
somehow met with failure. It has led to much speculation as to whether such 
regions may perhaps continue in a “colonial” position indefinitely, always fall- 
ing short of the well-rounded development they hoped to achieve. 

The book under review is a discriminating and provocative analysis of the 
economy that has developed in the Pacific Northwest and an examination of 
the limitations that still persist. There are several chapters on the land, the 
population, and the character and distribution of industry, and other chapters 
that treat in more detail the forest products industries, the food-processing 
group, the electro-process enterprises, and the consumer-oriented manufactures. 
The book is based upon a study of the “general literature and statistics on the 
Northwest,” followed, during the year 1950, by four months of field work which 
was devoted largely to interviews with government officials and with representa- 
tives of industry, commerce, labor organizations, and research institutions. The 
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author writes in a detached and judicious tone, pays no compliments to the 
booster, but does not place undue emphasis upon economic colonialism either. 
The appraisal is clear and realistic, sympathetic though not flattering, and con- 
vincing because based upon the views and conclusions of men who are in a 
position to know out of their own experience what the opportunities and the 
obstacles to progress are. 

The net impression is, however, a clear suggestion that the existing state of 
affairs will not be changed quickly or easily. Expensive transportation costs, 
high wage scales, the lack of entrepreneurial initiative and resourcefulness 
combine to produce a situation that is unfavorable to industrialization. So long 
as these adverse conditions continue, only a limited development in manu- 
facturing is likely. Mr. Cohn sees no immediate prospects of a significant change. 

This is not a book of prophecy and the author should not be judged for his 
reluctance to peer into the future. Nevertheless the main questions that are 
raised by the book center in the assumption, perhaps more implied than de- 
clared, that the factors which control the development of the economy of the 
Northwest are born of geography and of basic conditions of inter-regional 
competition which are permanent not temporary in character. Locational analysis 
thus becomes a rationalization of things as they are. What is needed is an 
examination of the factors that permit and produce change. 

The problem still remaining, then, is to gauge and understand the potential 
for future growth in this section without succumbing to wishful thinking, 
but without being chained to the present pattern. It is not too helpful to dismiss 
the enterprises that do not fit neatly into the categories of locational theory as 
the “footloose industries.” Once established, such plants develop a local rooting 
just as other plants do. Population movements take place for very complex 
reasons. As they do so they may change the balance of an economy very sig- 
nificantly, creating mass markets on the Pacific coast as on the Atlantic, and 
stimulating the growth of western industries well above the level maintained 
in the past. The balance of regional economies is not something irrevocably 
fixed, and we need to know more about the factors that change, and why and 
how they change. On these points Mr. Cohn offers very little that is new. 

Cuarces M. Gates, University of Washington 


The First Rapprochement: England and the United States, 1795-1805. By Brad- 
ford Perkins. (Publication of the American Historical Association, from the 
Income of the Albert J. Beveridge Memorial Fund.) Philadelphia: University 
of Pennsylvania Press, 1955. Pp. xii, 257. $5.00. 


In view of the close partnership in world affairs between the United States 
and Great Britain, it is natural that there should be a re-examination of their 
collaboration in the past. One such work is now available in this revealing study 
of the first Anglo-American rapprochement, sandwiched between the War of the 
American Revolution and the War of 1812. It is the author’s purpose to show 
that the decade following the conclusion of the Jay Treaty of 1794 was “an era 
of generally successful Anglo-American diplomacy,” hitherto overlooked by most 
historians of this period in their preoccupation with the undeclared war with 
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France or with the origins of the subsequent rift between England and Amer- 
ica (p. vii). 

The three main pillars of this rapprochement were “close cultural, personal, 
and economic relations” (p. 7). Although he opens a window to the first, Bradford 
Perkins has placed major emphasis on the personal and economic ties. His 
skilful portrayal of the three main architects of the rapprochement, Lord Gren- 
ville, Foreign Secretary in the Pitt administration, 1791-1801, Rufus King, 
American Minister in London, 1796-1803, and Sir Robert Liston, King’s English 
counterpart in the United States, 1796-1800—of whom good photographs are 
included—makes unusually good reading in a scholarly work. The patience and 
persistence of these men and their associates afforded a practical demonstration 
of their desire to establish good relations, producing such results as: more 
favorable commercial legislation in England, concessions in regard to seizures 
and improvement of court procedures pertaining thereto, settlement of the claims 
of British creditors, return of the Maryland bank stock, and temperate handling 
of the Canadian boundary problem—itself a barometer of Anglo-American amity. 
The cumulative effect of their efforts was the “muting” of strife over ship 
seizures and impressment. 

Of particular interest to economic historians is the emphasis on the scope, 
variety, and extensive ramifications of the economic ties between England and 
America, which constituted the real basis of the first rapprochement. Stemming 
as they did from colonial foundations, from the activity in America of branches 
of major English financial concerns such as the house of Baring, from extensive 
investment of British capital in American land, government securities, and bank 
stocks, and from an ever-expanding wartime trade, the value of these economic 
ties was jointly recognized by the Federalist regimes of Washington and Adams 
and by the Pitt administration. 

The nature and gratifying proportions of Anglo-American trade during this 
era, which made each country the best customer of the other, are outlined in a 
chapter on “Merchantmen and Merchant Commerce.” The reader will wish 
more space had been devoted to the ways and means by which the United States 
captured about 70 per cent of India’s foreign trade following the Jay Treaty. 
Although there could be no comparable scrapping of the Navigation System 
in the Caribbean, Perkins discusses the temporary and partial concessions which 
accomplished the same purpose, enabling Americans to enjoy free entry to West 
Indian ports and a virtual monopoly of the carriage of provisions. Emphasis is 
placed on the “creation” of the American re-export trade at this time. 

Students of lend-lease and of the machinery of Allied collaboration in World 
War II will find the evidence of Anglo-American co-operation during America’s 
undeclared war with France, much of it previously overlooked by historians, 
of particular value. Extensive purchases of United States military supplies in 
England, British convoy of the vast majority of American merchant ships in danger 
zones, the exchange of military intelligence, etc., made this first rapprochement 
at times a virtual alliance in all but name. 

In brief, this well-documented book provides a fresh slant on Anglo-American 
relations at the turn of the century and opens up new avenues for further 
research. 

MarcaretT Marion Spector, Seattle, Washington 
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Bank of Canada Operations, 1935-54. By E. P. Neufeld. (Canadian Studies in 
Economics, Number 5.) Toronto: University of Toronto Press, 1955. Pp. ix, 
221. $3.75. 


This competent monograph is the latest addition to the series of “Canadian 
Studies in Economics” sponsored by the Canadian Social Science Research Council 
under the general editorship of V. W. Bladen. It fully maintains the high stand- 
ards of scholarship set by the previous volumes in this series and should prove of 
considerable interest and utility to all those professionally interested in the theory 
and practice of central banking, as well as to specialists in Canadian economic 
history. 

The author sets himself the task of examining the role which the Bank of 
Canada has played in the Canadian economy since its foundation in 1935, its 
constitutional position in relation to the Federal Government, its objectives and 
techniques of control, and the policies which it has pursued before, during, and 
after World War II. Much of the discussion is highly detailed and technical, but 
a judicious use of summary sections and periodic appraisals of policy make it 
possible for the reader to follow the argument without undue difficulty. The 
author does not hesitate to criticize such of the Bank’s policies as he feels were 
misguided or mistaken, but criticism throughout is tempered by a prudent aware- 
ness of the relatively undeveloped condition of the Canadian money market, the 
inevitable limitations of any form of fiscal or monetary policy in an “exposed” 
economy such as that of Canada, and the rapidly changing circumstances in which 
the Bank’s officials have had to learn their trade. 

The American reader will, I imagine, be particularly interested in the analysis 
of the conflict of objectives which afflicted the Bank in the postwar period. In the 
United States the conflict between debt management and monetary policy was 
fought out between two separate agencies of the Federal Government: the Treas- 
ury and the Federal Reserve System. In Canada, on the other hand, the conflict was 
entirely within the central bank. It was none the less real for that reason. No 
direct comparison with experience in the United States is attempted by the author 
—one would wish, indeed, that he had allowed himself more freedom throughout 
the book to refer to American and British experience—but the parallel is clear. 

The most serious criticism one can make of the book is of the low standard of 
proofreading and editing. The work has been produced by a type of photo-offset 
process, which presumably permits a relatively low retail price. This is all to the 
good; but if such books are to be published under the imprint of the University 
of Toronto Press they should meet the standards of production expected of that 
Press. 

Hucu G. J. Airken, University of California, Riverside 


Esquisse d’une histoire monétaire de l'Europe. By Marc Bloch. (Cahiers des 
Annales, no. 9.) Paris: Armand Colin, 1954. Pp. 93. Frs. 325. 


This little volume is the last of the unpublished works of the great Marc Bloch. 
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The editors of the Annales confess that parts of the manuscript were so sketchy 
there was a serious question as to the propriety of committing it to print as a 
monograph. Bloch wrote these notes for a university course on the subject, and 
many passages bear the marks of a traditional, rigidly-organized, formal French 
lecture. There is no original research presented here, furthermore, and in some 
passages we experience a feeling of irritation that Bloch should have spent so much 
time explaining rather elementary monetary processes—until we remember that 
this was a course intended for beginners. In other sections Bloch’s fine style and 
fascinating illustrations shine through, and we are struck once again by his 
consummate skill in framing a problem provocatively. Parts of the work, at least, 
can stand on their intrinsic worth; for this reason, as well as for the fact that the 
book is a tribute to a brilliant economic historian, we shall always be grateful that 
Mssrs. Lucien Febvre and Fernand Braudel decided to publish it. 

We might wish, however, that the editors had fixed on a different title. This 
work is essentially a sketch of French monetary history and contains few refer- 
ences to events elsewhere in Europe. The first section is a very good summary of 
monetary history from the fall of Rome to the thirteenth century. Bloch’s incom- 
parable knowledge of medieval economic history is evident in this, the best short 
account of the subject I have seen. Even in the framework of what was intended 
as an elementary course he does not hesitate to deal with the most difficult ques- 
tions, such as the origin of the Carolingian system of money of account. The 
second section is not historical; essentially it is an essay on the causes and effects 
of changes in the legal or intrinsic value of coins (“monetary mutations”) in late 
medieval and early modern times. This section contains some interesting ma- 
terial, but on the whole it is not too successful; Bloch founders a bit in the morass 
of trying to make complex economic phenomena intelligible to students who are 
completely innocent of economics. The third section should have been omitted. 
It consists of a few hurried and disjointed notes on the monetary system of the 
eighteenth and nineteenth centuries. 

One wonders . . . Is this little work an indication that Bloch had promised 
himself to undertake a general monetary history of France? If so, the field of 
economic history has been deprived of a work that would have filled one of its 
most serious needs, and we are forced once again to appreciate the poignancy of 
Marc Bloch’s tragic end. “Here was a man! When comes such another?” 

Martin Wo tre, University of Pennsylvania 


The Irish Pound 1797-1826: A Reprint of the Report of the Committee of 1804 of 
the British House of Commons on the Condition of the Irish Currency, With 
Selections From the Minutes of Evidence Presented to the Committee, and an 
introduction by Frank Whitson Fetter. Northwestern University Press, 1955. 
Pp. 136. 


On Sunday, February 25, 1797, in the presence of H.M. George III, a special 
cabinet meeting in Whitehall resolved that owing to “. . . the unusual demand 
for specie that has been made upon the Metropolis in consequence of ill-founded 
alarms in different parts of the country . . . it is indisputably necessary for the 
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public service that the directors of the Bank should forbear issuing any cash in 
payment until the sense of Parliament can be taken on the subject... .” The 
Order in Council was extended to Ireland and by March 2, the Irish Parliament 
had been informed of the suspension of specie payments by the Bank of Ireland. 
Thus, as of March 1797, with the effective elimination of the common gold base, 
the Irish currency was cut away from that of Great Britain, and the two Islands 
had separate and distinct inconvertible currencies. Legislation subsequently rati- 
fied the suspensions in both countries and specie payments by the Bank of 
England and by the Bank of Ireland were not generally resumed for nearly a 
quarter of a century. 

The depreciation on the exchanges during the Restriction period of the British 
currency and its investigation by the “Bullion Committee” of 1810 is well-known, 
and that investigation’s impact on financial thought, both direct and indirect, is 
still felt today in central bank practice and organization, and in the literature of 
economics. An important collateral experience of the Restriction period, however, 
the depreciation of the Irish pound against the English pound, and the Report of 
the Commons Committee of 1804 on the subject, have languished in undeserved 
obscurity. The publication of this Report and selected evidence of the witnesses is 
a contribution for which students of monetary history and theory will be duly 
grateful. No less a contribution is Professor Fetter’s valuable 53-page introduction, 
which supplies the historical background of British and Irish monetary affairs 
from the era preceding the French wars through the Restriction period, the resump- 
tion of cash payments in 1821, and the assimilation of the Irish currency in 1826. 
Professor Fetter’s introduction fills in an unfortunate gap in the literature and 
deserves to be read by students of the period, and of monetary history in general. 

The Report of the 1804 Committee has a unique clarity and coherence com- 
pared to most of the classical nineteenth-century British parliamentary reports on 
banking and currency, and its content is not without relevance to present-day 
monetary problems. There was no legal tender in Ireland in the form of bank 
notes; the issues of the private banks circulated side by side with those of the Bank 
of Ireland, and that institution was not required to redeem its own issues in 
Bank of England notes as was required of the Scottish banks and the English 
country banks. Thus Irish note issues and credit extensions became, for the most 
part, independent of the Bank of England. By 1799 a triple depreciation had taken 
place: the British pound had fallen to a discount in Hamburg and against gold, 
the discount on the Irish pound against sterling widened appreciably, and guineas 
were quoted at a premium in Dublin. In addition, Ireland itself was divided into 
a “soft” currency area in the South, where Bank of Ireland and private bank notes 
formed the bulk of the circulating medium, and a “hard” area in the North around 
Belfast, where gold and silver coins were still most commonly used in trade. The 
depreciation was aggravated by the issue of small notes, IOU’s, debased coins, 
etc., by the private banks in Dublin, and the premium on specie and on the 
British pound rose. 

The Bank of Ireland for the most part had neither control nor policy regarding 
private note issues, credit, and the exchange rate. From 1797 to 1804, that Bank’s 
issues alone increased by some 300 per cent compared with an increase in the 
Bank of England’s issue of only 80 per cent during the same period. Note issues 
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of private Irish banks are undetermined, but probably expanded apace with those 
of the Bank of Ireland. The 1804 Committee thought that since the balance of 
payments did not seem to be the source of the premium on sterling, the internal 
monetary situation must have been the primary cause; the depreciated Irish 
currency was a direct result of its excessive issue. 

The Committee recommended that the Bank of Ireland be obliged to redeem 
its own notes in Bank of England notes as a method of stabilizing the exchange. 
It also recognized that the Bank might stabilize the rate with its own sterling 
reserves, and that such reserves could be created through the government’s is- 
suance of Treasury bills to the Bank of Ireland. Such bills could then be used to 
acquire funds for use in stabilization operations. However the Committee recog- 
nized that such operations would be of no avail unless in times of depreciation 
of the Irish currency the Bank could “limit” its issues. Moreover, such action would 
be strengthened if a limitation of private issues could also be achieved. But the 
Committee’s proposals on this point did not go beyond recommending the strict 
collection of stamp duties on notes, the enforcement of laws regarding the regis- 
tration of issuing bankers, and the eventual prohibition of private note issues 
of small denomination. There was no suggestion of policies of either general or 
selective monetary control as means of strengthening the Irish pound on the 
exchanges. 

This book might have been an even more valuable contribution had Professor 
Fetter devoted more of his own analysis to one of the principal problems that 
faced the 1804 Committee—the problem that seems to this reviewer to be one of 
the main points at issue. If it were true, as the 1804 Committee stated (pp. 
65-69) that the balance of payments “favored” Ireland (i.e., Ireland had an export 
surplus and ascertained cash receipts from capital transactions ‘exceeded _pay- 
ments), then just what did cause the depreciation of the Irish pound against the 
English pound in the period 1797-1804? What did the Committee’s statement 
that the depreciation was caused by “excess of paper” actually mean—inflation in 
Ireland relative to England? Professor Fetter seems to be undecided on this point 
(cf. p. 26, n. 1, and p. 46). Even so, if he chose to answer either in the nega- 
tive or positive, on the basis of the Committee’s own argument, the central 
paradox would remain. If there had been no price inflation in Ireland relative 
to England, and Ireland had a “favorable balance” (of payments) with England, 
then one would expect the Irish pound to have been strengthened—not depreci- 
ated—against sterling. Even if there had been a more extensive price inflation in 
Ireland than in England, and Ireland still had a favorable balance with England, 
how could an “excess of paper” in Ireland have caused the depreciation? A satis- 
factory resolution of this paradox would seem to call for an analysis going 
several steps beyond the arguments of the 1804 Committee. 

This reviewer would also raise a question in regard to the recurrent use of the 
terms “monetary policy” and “credit policy” in Professor Fetter’s introduction. 
In a period when the central bank had no control over private note issues, loans 
or deposits of the private banks, when the use of Bank rate as an anticyclical 
instrument of monetary control was unknown, when the size of private bank 
deposits or the level of outstanding commercial credit were also unknown, and 
indeed, when officials of the Bank of Ireland expressly denied the existence of 





Money and Finance 247 





Bank of Ireland control over the note issues or the exchanges, or the possibility 
of such control—in such a period one might legitimately raise the question 
whether it is not somewhat misleading to speak of the Bank of Ireland’s “mone- 
tary” or “credit” policy. Unless, indeed, one argues that in the period leading 
up to 1804, when the Bank of Ireland’s note issues were increased by 300 per cent, 
and when its discount rate was below the market rate, its “policy” was the en- 
couragement of inflation. Surely the Report of the 1804 Committee demonstrates 
conclusively the virtually total absence of central-bank control and of official mone- 
tary policy in the period under consideration. 

J. R. T. Hucues, New York City 


La Monnaie et l’opinion publique en France et en Angleterre, 1924-1936. By 
Marguerite Perrot. Paris: Armand Colin, 1955. Pp. 252. Frs. 800. 


On money matters we all have little knowledge but definite opinions, and 
our opinions become more definite and more voluble as economic conditions 
deteriorate. These opinions, furthermore, must be taken into account by those 
who formulate monetary policy in modern democracies. But in spite of this we 
know virtually nothing about the interactions of monetary policy and public 
opinion in past crises. Here is a praiseworthy and interesting attempt, the first, to 
my knowledge, to cope with this difficult subject. 

Miss Perrot takes us into the mélées accompanying four monetary crises: in 
England, the return to convertibility-in 1925 and the abandonment of gold in 
1931; and in France, the de facto stabilization of 1926 and the fantastic period 
of deflationary measures from 1931 to 1936. For each episode we have a brief 
introduction by the author followed by quotations from her sources, quotations 
cleverly imbedded in a running commentary, which makes for exceptionally inter- 
esting reading. 

There were no public-opinion surveys on monetary topics, of course, for Miss 
Perrot to use. She had to fall back on parliamentary debates, editorials in news- 
papers and magazines, letters to editors, and the “slant” of newspaper stories. 
She has been careful to use a wide range of newspapers of all parties, regional 
and metropolitan. The problem of resurrecting public opinion on past events 
with scientific precision is insoluble, of course, but in my opinion the author has 
done a good job with the only materials available. 

The general lesson to be derived from this work, as I see it, is: in good times 
the public loses all interest in the dry facts surrounding national monetary affairs 
and builds up a structure of myths about how the system operates. In bad times 
it falls back on these superstitions when seeking a way out of, and a means of 
placing the blame for, present difficulties. The less successful a monetary policy is, 
the more frantically people thrust forward lunatic-fringe notions. But when mone- 
tary policy seems to be turning the trick, as in the abandonment of gold by Eng- 
land in 1931, the old superstitions are forgotten forthwith and new myths appear. 

The cases presented by this book leave one rather discouraged. As Mr. J. M. 
Jeanneney says in his foreword, “Que de sottises!” How stupid to have thought 
that the gold standard should be restored immediately because “The pound must 
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be able to look the dollar in the face,” or that “The return to the gold standard 
is a very good thing” (Lionel Rothschild—a quotation deserving enshrinement in 
the next edition of 1066 And All That). How stupid of the French politicians to 
have made capital out of financial chaos while their country’s economy suffered, 
meanwhile blaming foreign speculators and “Panamistes” rather than themselves. 
How stupid of ultraconservatives in both countries to have fought for the old 
monetary order because it was supposed to contain guarantees against politicians 
tampering with “natural laws” of monetary behavior. Yet liberals, conservatives, 
and socialists alike were guilty of these or worse sottises; the few enlightened 
voices could hardly be heard, and, in any case, even in the academic world, 
countervailing authorities who were quite content to run with the pack were easy 
to come by. 

It is too much to hope that knowledge of past stupidities will save us from 
some of the misguided pressures of public opinion in future monetary crises. At 
least it should teach us how important it is to be prepared to cope with this factor 
in the formulation, as well as the carrying out, of monetary policies. Miss Perrot 
does not deal with Poujadism in her work, but nobody who wants to understand 
the roots of this movement can afford to ignore her book. Listen to this howl from 
Paris-Midi in July, 1926, when the franc was losing exchange value by the hour 
(p. 151); “La France demande une monnaie, on lui offre de nouveaux impots!” 

Martin Wo tre, University of Pennsylvania 





Le Recouvrement des Impéts Directs sous l’Ancien Régime. By Jean Villain. 
(Publication of the Bibliothéque d’Histoire Economique et Sociale in co-opera- 
tion with the Centre National de la Recherche Scientifique.) ime Librairie 
Marcel Riviére et Cie., 1952. Pp. ix, 321. 


This is one of the few books whose titles are an almost exact description of 
their contents. Designed as a complementary study to the author’s Contestations 
Fiscales sous l’ Ancien Régime (Paris: 1943), it is concerned explicitly, and almost 
exclusively, with the legal and administrative aspects of the process of assessment, 
collection and management of the zaille, the capitation, and the dixiémes-vingtiémes 
in old-regime eighteenth-century France. A concluding section, dealing with legis- 
lation on direct taxation during the revolutionary period, is more of an appendix 
than a full treatment of the subject. Le Recouvrement des Impéts Directs does not 
attempt to locate its discussion of the technical problems of tax collection in a 
broad social and economic context. It is not a part of financial history dealing 
with taxation in its political setting. 

Briefly, what Villain does is to reconstruct what might be called the complete 
“fiscal code” (insofar as it concerned direct taxation) of the late Bourbon mon- 
archy. His book is a study in fiscal legislation and technique. With abundance 
of detail, paucity of generalization, and extraordinary patience, Villain has pro- 
vided exact answers to a series of questions whose simplicity of statement belies 
their almost unravelable complexity. For each of the three great direct taxes in 
turn, Villain asks: Who paid and why? Who did not and why? How, when and 
where did the taxpayer pay? To whom and on what terms? By what fiscal 
mechanisms and through what financial channels did the tax money reach 
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the royal treasury? Who were the fiscal agents, what was their rank, their com- 
pensation, the terms of their service? How were the tax-collecting agencies 
organized and how did they function? What were the legal procedures involved 
in the collection, from the point of view of the state as well as from that of the tax- 
payer? 

To each of these questions (and many others of the same nature) and for each 
of the taxes, Villain gives an exhaustive answer based upon a thorough scrutiny 
of the whole corpus of old-regime fiscal law and regulation. With great persever- 
ance, he has combed eighteenth-century compilations of edicts, writs, declara- 
tions, bureaucratic orders, and court judgments. He has scoured the multivol- 
umed dictionaries and encyclopedias of old-regime jurisprudence and administra- 
tive law—those of Moreau de Beaumont, Rousselot de Surgy, and Auger bulk 
large in the bibliography—to uncover the bureaucratic ground plan of the fiscal 
agencies, to trace each minute change in procedure, each modification of practice 
affecting the management of the taille, the capitation, the dixiémes-vingtiémes 
for the entire eighteenth century. 

From this dry, intractable material, Villain rebuilds piece by piece that great 
fiscal engine which was always at the center of the old-regime state, and reveals 
its working parts, physical, procedural, and human. The result is that Le Re- 
couvrement des Impéts Directs is a handbook, a manual of information about the 
machinery of old-regime fiscality. As such it is an important work. With it, the 
specialist can now discover easily, almost comfortably, data which previously lay 
scattered in many inaccessible and truly forbidding sources. Unfortunately, Villain 
never shows how the machine actually functioned on the job; he never inquires 
as to its efficiency, its cost, its influence on policy. 

Jean Villain is fully aware of the obvious limitations of his study and it is not 
a fair criticism to say that it lacks social, economic, or political context. Yet it is 
fair to warn readers that this is a book for specialists who are already familiar 
with the general treatment of the same subject provided, years ago, by Marcel 
Marion in Les Impéts Directs sous l’Ancien Régime Principalement au XVIII ° 
Siécle (Paris: 1910), which this new study supplements but by no means re- 
places. 

Grorce T. Mattuews, Columbia University 


NATIONAL ECONOMIC HISTORIES 


American Economic Development. By Herman E. Krooss. Englewood Cliffs: 
Prentice-Hall, Inc., 1955. Pp. vii, 529. $6.00. 


The differences between the available textbooks in American economic history 
are numerous and substantial. This volume is most markedly distinguished from 
others by its organization. Herman Krooss has chosen to treat his subject matter 
in a rigidly topical framework, each subject being dealt with as a single unit for 
the period from about 1800 to the present. Most other textbooks present some 
compromise of the chronological and the topical, the most common procedure 
being to treat each topic within a chronological framework of three periods. 
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There are substantial advantages inherent in the method of Mr. Krooss, though 
they are not gained without some sacrifice of student awareness of the interplay 
of historical forces, particularly the non-economic. 

After a brief introductory chapter on the nature of economic history and the 
American background, the volume continues with a chapter dealing with national 
income and the business cycle from 1800 to 1950. It includes chapters, each 
similarly running from 1800 to 1950, treating of the changes in the level of living, 
land and population, agriculture, labor, trade unions, finance, business enterprise, 
industrialization, foreign and domestic commerce, the influence of war, and the 
role of government. The volume concludes with a brief interpretative postscript. 

The emphasis throughout is on institutional developments as they relate to the 
effectiveness of the economy in providing a higher level of living. Social aspects 
receive some and perhaps adequate treatment. Political developments, including the 
influence of the courts, receive minimal attention. 

The logic of the subject-matter sequence is not always clear. An effective 
beginning is made with a historical analysis of the growth of national income, 
this procedure paralleling the approach now so common in books on the principles 
of economics. Continuing then with a historical survey of business cycles seems 
less defensible, even though the treatment is in terms of the effect on income. It 
seems to the reviewer somewhat strange that a chapter on the problems of 
unionism precedes the chapters discussing industrialization and the growth of 
business enterprise. There are other problems of sequence within the chapters. 
Users of the book will no doubt indulge the professorial habit of juggling the 
order in which they prefer to deal with the subject matter. 

Such comments aside, the volume is a worthy addition to the shelf of text- 
books on American economic history from which choice may currently be made. 
It is imaginatively conceived, well organized, and highly readable. It is factual 
but not wearisomely so. Well-designed charts supply most of the necessary statis- 
tical data. The illustrative material is judiciously selected and it is sufficiently 
interpretative to be stimulating. The fundamental tests of a textbook are, of 
course, appropriateness to the instructor’s objectives and methods, and the students’ 
reactions. The organization and presentation of this volume give substantial 
promise of proving effective in claiming and holding the attention of that large 
percentage of students whose interest in economic history varies directly with its 
immediacy. 

Crarence H. Danuor, Tulane University 


The Economic Development of Van Diemen’s Land: 1820-1850. By R. M. 
Hartwell. Melbourne University Press; New York: Cambridge University Press, 
1954. Pp. 273. $6.00. 


The Peaks of Lyell. By Geoffrey Blainey. Melbourne University Press; New York: 
Cambridge University Press, 1955. Pp. x, 290. $5.00. 


These two studies represent significant contributions to the history of the eco- 
nomic development of Tasmania (Van Diemen’s Land). R. M. Hartwell of the 
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New South Wales University of Technology, drawing upon the Tasmanian ar- 
chives, has brought together a wealth of material covering the period 1820 to 
1850, a period in which Van Diemen’s Land was in transition from its status as 
a prison farm to that of a maturing capitalistic economy. Mr. Hartwell’s analysis 
leans heavily upon the Turner thesis. The autocratically governed prison farm of 
1820 “was destroyed by a freedom of enterprise which made possible the growth of 
colonial income. And with economic advance came social and political aspirations.” 

“The colonists at first tried to reproduce the mother society. This was natural: 
the colony was dependent—politically, socially, and economically—on Great 
Britain; the majority of ‘Australians’ were British-born. But there was a process 
of transformation and new social and economic relationships emerged. The 
merchant displaced the soldier; the squatter displaced the merchant; the convict 
became the free labourer with ability to become either merchant or squatter. In 
many ways the distinguishing characteristics of the colony were social: living was 
adjusted to a lack of social institutions; family life, religion, education, and recrea- 
tion, all developed colonial variants of the British originals. An Australian way of 
life was emerging. . . . Society and economy advanced faster than government; 
conflict was inevitable. The colony demanded and got self-government. Free 
land, as in the United States, gave all colonists the ability to rise quickly; it pro- 
moted individualism and democracy” (p. 8). 

The details of the transition are most competently presented in chapters on 
the distribution of land, on the rise of a wage system, on the import of capital, 
and on histories of specific industries and commercial institutions. One of the 
most valuable sections of the book deals with the impact of the trade cycle upon 
the economy and the stimulus afforded reform efforts by the depression of the 
mid-1840’s. 

The Peaks of Lyell is the history of the Mt. Lyell Mining and Railway Company 
of western Tasmania, which came to occupy a dominant position in the Tasmanian 
copper-mining industry. With unusual clarity, Geoffrey Blainey has chronicled 
the Tasmanian gold rushes which culminated in the discovery of even more sig- 
nificant copper resources. Through the co-operation of the Mt. Lyell Company, the 
reader is given an exceptionally vivid picture of bonanza mining, of the fervor 
of speculation in mining shares, and of the rugged life of the prospector. One may 
also observe the process of industrial consolidation as well as some of the other 
forces which gave rise to the Tasmanian labor movement. 

While much valuable material was undoubtedly gleaned from the Mt. Lyell 
Company and its officers, the book is significantly marred by too great an identi- 
fication of the author with the sponsor of the work. In not a few places Mr. 
Blainey appears too eager to uphold the stand of the Company on controversial 
issues. One gathers that the consolidations into which it entered were in the 
public interest and that its critics were commonly in error. If, as the author states, 
the Mt. Lyell “is the first company in Australia to make available all its records 
for historical research,” it is unfortunate that the statements based upon these 
records are not carefully documented and that the Company has limited the 
scrutiny of these records to a single historian. 

Cotston E. Warne, Amherst College 
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The Great Experiment: An Introduction to the History of the American People. 
By Frank Thistlethwaite. New York: Cambridge University Press, 1955. Pp. 
XiV, 335. $5.00. 


Occasionally one must stand and cheer. The Great Experiment is written by a 
British scholar in the best tradition of foreign observers who have seen aspects of 
America obscure to Americans. Although conceived as the British undergradu- 
ate’s introduction to the history of American civilization, this splendid volume will 
indeed, as its author modestly dares hope, be of “some value to a wider public on 
both sides of the Atlantic” (p. ix). 

Like Dennis W. Brogan in American Themes, the author attempts to correct 
prevalent errors in method as British universities awaken to the proper place of 
American history in their curricula. For Mr. Thistlethwaite the errors have been 
three: the study of American political history in British terms; the “strictly eco- 
nomic mode” of approach without a sense of the broader social context; and the 
tendency to regard America as a young country, slowly, maddeningly, but surely 
maturing into what must ultimately be a basically European cultural pattern. His 
corrective insists upon certain qualities uniquely American. It deals with political 
habits and attitudes rather than constitutions and election campaigns; with eco- 
nomic growth in terms of its implications for Americans in their view of them- 
selves and their relation to the world; with literary figures such as Whitman and 
social critics such as Henry Adams for the light they shed upon the American 
perspective. The author makes intelligent critical use of the best recent American 
contributions on a wide range of subjects: C. Wright Mills on the white collar 
element, Oscar Handlin on the immigrant experience, Reinhold Niebuhr for 
American history as “irony,” Frederick Lewis Allen on social change in the 
twentieth century, and many others. To his own English perspective he adds a 
thoughtful reading of European observers from Crevecoeur through Tocqueville to 
W. H. Auden. 

The thesis is not narrowly dogmatic. The title does not represent an effort to 
fit complex events into a simple conceptual scheme invented by the author. 
Rather, it expresses his conviction that the recurrent emphasis upon differences 
from Europe—differences which the American has long regarded as giving our 
history the quality of a hopeful experiment—is a significant continuity in Amer- 
ican thought. “Why,” the author seeks to discover, “do Americans regard 
themselves as a special sort of people” (p. xi)? The chief emphasis is upon migra- 
tion: the immigrant process and the resulting “interconnectedness” of American 
and European history, as well as the geographical and social mobility of Americans 
who have not themselves crossed the ocean to settle in the New World. Chapters 
on the pre-Civil War era search both the “Atlantic Outlook” and the “Con- 
tinental Thrust” for the complex forces which gave rise to the democratic idea. 
The analysis of the post-Civil War era explores the lasting effects of westward 
expansion, of the nationalization of business, and of a sensationally rapid ur- 
banization upon American democracy. Although Mr. Thistlethwaite, prompted 
in part by Turner, sees the three decades after 1890 as the “great divide,” he in- 
sists that the characteristic attitudes which took form in the nineteenth century— 
idealism, optimism, rejection of tradition—continue to give meaning to the 
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concluding paragraphs consider, not pessimistically, the relevance of the American 
ideal to a world dependent upon American power and American statesmanship. 

The analysis and the presentation maintain a highly sophisticated level 
throughout, and one begins to understand why textbooks written by Americans 
have not usually proven satisfactory or exciting to British teachers and students. 
The style is elegant, pleasingly so for the most part, although I grew weary from 
the overuse of words like “elan” and “thrust” (for example, “the new, dynamic, 
thrusting, capitalistic, democratic America”—p. 167). Intended flashes of insight 
sometimes remain mere rhetorical flourishes, such as America as “caravan on the 
move” (p. 319); or the long-distance truck driver who takes his place “along 
with the high-tension linesman, in the modern folklore of Hollywood” (p. 301). 
But the author’s imaginative use of language ordinarily succeeds brilliantly, as in 
his perceptive discussion of early nineteenth-century religious ferment “without an 
orthodox authority to cry heresy” (p. 132); or the League of Nations idea as 
a translation into the international field of “the American boon of a rule of law 
enshrined in a written, Federal constitution” (p. 292). In the latter connection, the 
author demonstrates convincingly that Wilson’s orientation, rather than the com- 
peting blend of isolationism with imperialism, can properly claim to be in the 
American tradition (see pp. 292-294). Later editions of the work will correct 
minor slips such as the dating of the Dingley (p. 299) and Hawley-Smoot (p. 280) 
tariffs, or the spelling of the names of V. L. Parrington (pp. 134-135) and John 
L. O'Sullivan (p. 180). 

This book has much to say to Americans, and we can take satisfaction that 
British students will be given so perceptive an introduction to their study of Amer- 
ican history. 

WituraM B. Wuiresive, Bowdoin College 


Peasants, Politics, and Economic Change in Yugoslavia. By Jozo Tomasevich. 
Stanford, California: Stanford University Press; London: Geoffrey Cumberlege, 
Oxford University Press, 1955. Pp. xii, 743. $7.50. 


The Agricultural Economy of the Danubian Countries, 1935-45. By S. D. Zagoroff, 
Jené Végh, and Alexander D. Bilimovich. (Publication of the Food Research 
Institute, Stanford University.) Stanford, California: Stanford University Press, 


1955. Pp. xiv, 478. $7.50. 


Jozo Tomasevich’s Peasants, Politics, and Economic Change in Yugoslavia 
constitutes the most ambitious endeavor yet attempted in any language to present 
an economic history of the Yugoslav peoples from medieval times to the end of 
World War II. In most respects it is a considerable improvement over the unduly 
hurried but still greatly useful work of Nikola Vuto, Privredna istorija naroda 
FNR] (Belgrade, 1948), the only other general economic history of the Yugoslav 
lands. 

The author’s primary interest and concern is the peasant and the changing 
rural economy of the many territorial and cultural components of Yugoslavia. In 
vigorous and unhestitant style he sketches an impressive image of the impact of the 
expanding market and money economy upon the Yugoslav village since the 1830's 
and clearly demonstrates that the growth of the urban and capitalist sector of the 
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economy was essentially responsible for the dissolution of the zadruga, or com- 
munal household, and the old rural economic order. The nascent middle classes 
of “Yugoslavia,” however, acquired primarily political or bureaucratic rather than 
economic or productive interests in their new urban environment. This was not 
unnatural, since a market for city-made goods was largely lacking. The urban 
bourgeoisie thus long remained military and bureaucratic, attaching themselves to 
an existing State, or to a State they proposed to create as a source of self- or 
class-enrichment; or they became commercial, engaging primarily in internal and 
foreign trade rather than industry. In the latter part of the nineteenth century, and 
in the twentieth, some industrial development did take place, but this was not 
rapid enough nor basic enough to absorb a growing peasant population grouped 
in increasingly smaller family units and possessing ever smaller properties. 

In his struggle against the alien social and cultural mores and values of the city, 
against usurious rates of interest, against government bureaucracy, against the 
inequities of the Zarsija or market-place (a market-place distinctly different, yet in 
many respects similar to that of Romain Rolland’s Jean-Christophe), in this un- 
even combat between “the peasant moccasin (opanak) and the city coat (kaput)” 
(p. 250), the peasant ultimately found a much needed ally in those intellectuals 
who did not succumb to, or who rebelled against, the attractions and corrupting 
influences of the bureaucratic structure. 

The above interpretation corresponds in many ways to that of the foremost 
Serbian socialist thinker and activist of the nineteenth century, Svetozar Markovité, 
whom Tomasevich discusses all too briefly (p. 251). Markovié further postulated 
that the laws of social and economic development did not require that every 
society go through all the same phases of economic development as English in- 
dustrial society. “Capitalism” is thus not a necessary step to industrialization and 
socialism. This is heresy from a traditional Marxist point of view, but the report 
of the Sixth World Congress of the Communist International in 1928 itself re- 
jected the traditional Marxist interpretation and declared that the creation of a 
strong center of socialism in the Soviet Union had made possible “an independent, 
free economic and cultural development, avoiding the stage of the domination of 
the capitalist system or even the development of capitalist relations in general” in 
underdeveloped countries such as China, India, “and all other colonial and semi- 
colonial countries” (Eugene Staley, The Future of Underdeveloped Countries, 
New York: Harper and Brothers, 1954, p. 121). 

Tomasevich’s chapter on political organization and development is well done 
but may leave one with the feeling of inadequacy—perhaps because the subject 
of political parties is only sketchily treated during the period 1830-1918. The 
origin and early development of political parties is, however, an essential key to an 
understanding of their nature, function, and operation. Tomasevich nonethe- 
less tells us enough to permit us to ser that the People’s Radical Party of Serbia 
abandoned its peasant and socialist program as soon as it became the party in 
power, and was almost imperceptibly metamorphosed into the “main party of the 
nascent Serbian bourgeoisie” (p. 252) while retaining its hold over large portions of 
the Serbian peasantry. The Croatian Peasant Party similarly “opened its doors to 
all social classes,” that is, to the Croatian bourgeoisie, and to “all political groups,” 
including fascists and ultranationalists, while becoming decreasingly anticlerical 
(p. 258). Although Tomasevich does not state this in so many words, one may 

















National Economic Histories 255 





infer that the People’s Radical Party and the Croatian Peasant Party became more 
and more alike. What continued to divide them was their rivalry for positions of 
political and economic power, the controlling elements in one party representing 
the interests of the Croatian bourgeoisie and, in the other, of the Serbian bourgeoi- 
sie. Both parties misrepresented the interest of the peasant by rejecting the idea 
of mass industrialization as politically and socially dangerous and by emphasizing 
the frequently irrational elements of historical, religious, and cultural diversity. 
The political and economic struggle between 1918 and 1941 is between rival 
Carsije, the power-possessing ¢arsija of Belgrade or Serbia against the power- 
seeking ¢arsija of Zagreb or Croatia. 

Other subjects covered in this work include the rise of the medieval South-Slav 
States, the growth of feudalism, medieval, Ottoman, urbarial and modern systems 
of land tenure, peasant revolts, the abolition of serfdom, the rise of the bureau- 
cratic State, population growth and agricultural overpopulation, the decline of 
the pastoral and the rise of a cereal economy, the post-1918 agrarian reforms, 
agricultural credit and governmental fiscal policies, rural health and diet, and 
problems of marketing, crop production, and agricultural technology. One third 
of the work is devoted to the economic history of “Yugoslavia” prior to 1918, 
another third to the economic history between 1918 and 1945, while the final 
third is largely technical and almost wholly concerned with the problems of the 
Yugoslav economy in the 1930’s. A regrettable shortcoming in the work is the 
absence of any discussion of the medieval and Ottoman town. This may be due 
to the general neglect of this subject until recent years, except by such outstanding 
historians as Constantin Jire¢ek and Milan Sufflay. 

Tomasevich estimates the “Great Migration” of people from Old Serbia into 
Hungary in 1691 at 30,000 without giving the source of his information (p. 36). 
A more reasonable estimate may be about 70,000-100,000 persons (cf. Ladislas 
Hadrovics, Le Peuple serbe et son Eglise sous la domination turque, Paris, 1947, 
p. 14 on.). He also writes of Dalmatia as the “door through which the bulk of 
trade of the central Balkan areas with the West was carried on” to the very end 
of the eighteenth century (p. 119). This may have been true until the beginning 
of the eighteenth century, but it was no longer true thereafter. The principal route 
of Balkan commerce in the eighteenth century became the Vardar and Morava 
river valleys between Salonika and Belgrade. 

Intellectually gratifying is the author’s refutation of the still widely prevalent 
image of the Austro-Hungarian Empire as a “superior” economic and political 
entity to the “national” states created upon its ruins. For while Austrian and 
Magyar industry, banking, and bureaucracy suffered greatly from the dissolution 
of the Empire, the economically and politically discriminatory policies of the 
Empire had contributed substantially to the continued underdevelopment of 
Croatia-Slavonia, Bosnia, and Serbia (pp. 145-49). 

The South Slavs produced “great churchmen, artists, scientists, statesmen, and 
some great merchants, but no industrial or financial pioneers” during the nine- 
teenth century. Foreign industrialists and financiers, possessing greater capital re- 
sources and “favored by foreign regimes,” were better able to perform such func- 
tions. Tomasevich nonetheless also thinks that “at least partly responsible for this 
situation was the psychological make-up of the South Slavs” (p. 175). In a discus- 
sion of national and peasant psychologies he further declares that “the psychological 
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relationship to the land is the most fundamental trait in the whole conscious and 
subconscious behavior of the Yugoslav peasant” (p. 427). But the psychological 
attachment of the peasant to the land is, in fact, as Tomasevich himself realizes 
and states, only an expression of the human struggle for survival. To have one’s 
land and to be able to keep it is to survive, and to lose it is to be impoverished 
and lost in a sea of landless peasants. The author rightly rejects the pseudo- 
scientific and intellectually distorted ideas of the sociologist Dinko Tomasic, who 
distinguishes between nomadic, power-seeking Serbian or Dinaric clan culture 
on the one hand, and settled, democratic Croatian zadruga culture on the other 
(pp. 179n., 195-97). 

Tomasevich’s study is of major significance as a general introduction to 
the economic history of Yugoslavia and as a reference work with an abundant 
bibliography nowhere else so easily available. 

The contribution of Zagoroff, Végh, and Bilimovich, although of value to the 
economist, is, except in the discussions of land tenure, of considerably less value 
to the historian. This Food Research Institute study is the eighth in the series 
“Food, Agriculture, and World War II.” Zagoroff, former Director General of 
the Bulgarian Bureau of the Census, presents a general survey of the agricultural 
economy of the Danubian countries (consisting of Hungary, Rumania, Bulgaria, 
and Yugoslavia only, Austria and Czechoslovakia being excluded), along with cer- 
tain valuable comments on the systems of land tenure in the nineteenth century 
and a discussion of the variations in the national and per capita food and food- 
energy production and consumption during the 1930’s and World War II. He also 
devotes a section to agriculture and food in Bulgaria before and during World 
War II and, on the basis of material supplied by an unidentified Rumanian expert, 
offers a similar section on Rumania. 

A readily observable political bias prevents Zagoroff from adequately defining 
the nature of the relationship between politics and economics in the Danubian 
area. He thus describes the Bulgarian occupation of Yugoslav Macedonia during 
World War II as “a sort of self-government” (p. 84). In discussing the Rumanian 
occupation of “Transnistria” and Bessarabia during World War II, he makes the 
totally unfounded statement that “the local administration was left entirely in 
the hands of the native population” (p. 261). The Rumanian government 
apparently did desire and intend to incorporate Transnistria into the Rumanian 
national territory but was frustrated by the harassing actions of partisans and the 
opposition of local German commanders (cf. John A. Lukacs, The Great Powers 
and Eastern Europe, New York: American Book Company, 1953, pp. 419, 462). 
Zagoroff also shows a total unfamiliarity with the nature of what might be called 
Véconomie d’ancien régime. This unfamiliarity may account for the seeming 
lack of humanitarianism evident in the following statement: “The peasant works 
on his land to obtain a livelihood, without regard to profit. If his income goes 
down he may adjust himself to the lower income by lowering his level of living. 
He can do that in his autarchic economy as he has done for centuries” (p. 242). 
Of the resulting starvation, disease, decline in human fertility, and dispersion of 
peoples that have almost invariably accompanied such adjustments, Zagoroff, or 
his Rumanian expert, says nothing. 

Jend Végh, former Secretary General of the National Association of Manu- 
facturers of Hungary, provides us with a section on food and agriculture in 
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Hungary and some enlightened comments on land tenure and population move- 
ments during the nineteenth century. An illuminating paragraph on the relation- 
ship between the abolition of serfdom and the growth of the bureaucratic State 
is the following: “The magnates, who were loyal to the Hapsburgs, were on the 
whole compensated adequately and punctually by the authorities of the absolutist 
period for the liberation of the peasants. Yet the smaller ‘gentry,’ who were the 
backbone of the national revolution of 1848-49, were made to wait for their 
money, and many of them spent it unwisely when they received it. In addition, 
they proved generally unequal to the new situation of farming with hired labor, 
and were largely ruined as a class. Their estates, which they were forced to sell, 
went to swell still more those of the magnates. The ruined gentry streamed into 
the towns, where they found posts in the new administrative offices. By effecting 
this transformation, the Liberal governments of the late nineteenth century saved 
the members of a historic class from starvation, but did not create what Hungary 
needed—a national middle class with a specifically middle-class outlook” (pp. 
156-57). 

Bilimovich, former Professor of Economics at the Universities of Kiev and 
Ljubljana, presents a well-integrated section on the interwar economy of Yugo- 
slavia, the wartime destruction of this economy, and the UNRRA measures of 
relief. 

Statistically informative and containing a useful, although far from exhaustive, 
bibliography on each of the four countries discussed and the area in general, this 
Food Research Institute study is in many respects incomplete and may hardly be 
considered the last word on the interwar and World-War-II economy of the 
Danubian States. A minor criticism of the work is the lack of a uniform method 
of transliteration, particularly of Serbo-Croatian. There should have been no 
problem at all, since Croatian is written in Latin or Western characters. 

Tratan Storanovicu, Rutgers University 


Political Change and Industrial Development in Japan: Government Enterprise, 
1868-1880. By Thomas C. Smith. (Stanford University Series, History, Eco- 
nomics, and Political Science, Volume X) Stanford, California: Stanford 
University Press, 1955. Pp. viii, 126, Paper $2.50. 


It has long been recognized that Japan’s remarkably rapid transition from an 
agrarian to a predominantly industrialized economy was largely the result of 
the Meiji government’s planning, supervision, and subsidization of the initial 
phase of industrialization. This admirable monograph casts new light on how 
and why the government led the way in the economic development of Japan 
between 1868 and 1880. Based mainly on Japanese sources, both primary materials 
and authoritative secondary investigations, it combines the most satisfactory study 
now available of the first decade of Japan’s industrialization with a penetrating 
analysis of the relations between economic developments and political changes. 
Each of the eight short chapters suggests fresh answers to the question of how 
Japan “started down the steep road to national disaster, but saved herself midway 
by something like a forced march to industrialization that began with a political 
revolution (p. v).” 
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A succinct description of the pre-Meiji origins of industrialization is followed 
by the provocative argument that further industralization was conditioned by 
the existence of the samurai-peasant alliance which produced the political revolu- 
tion. In writing, sometimes ambiguously, of the “peasantry,” Mr. Smith is re- 
ferring to the antifeudal wealthy peasants and the rural merchants whose support 
of dissatisfied, low-ranking samurai led to the downfall of the Tokugawa regime. 
Furthermore, the samurai leaders, once in power, to a considerable extent promoted 
revolutionary political, social, and economic reforms to satisfy their peasant allies. 
This leads to the view that the industrialization policy of the government was 
not, as conventionally argued, aimed primarily at creating military power, but 
designed to solve the immediate problems created by the disruption of handicraft 
industries by foreign trade: the need to balance foreign payments and to bring 
relief to the peasantry through local employment and provide a way for the 
ex-samurai class to adjust to a new society. 

Government initiative in industrialization, the author shows, was dictated not 
by any principle but by the lack of private capital, merchant conservatism, and 
complicated technical and organizational problems. Consequently, the government 
acted as entrepreneur, financier, manager and owner of mines, shipyards, railways, 
arsenals, etc. The government’s role in each of these enterprises is clearly described, 
and an analysis is made of the unique conditions which enabled private capital 
to develop one important enterprise—the silk industry. The base for industrial 
growth had been developed by 1880, but in that year the government felt obliged 
to sell all except strategic enterprises. Explanations for this change in industrial 
policy have varied. The final chapter gives convincing support to those who hold 
that the sale was neither a plot to effect an alliance between the government and 
a small capitalist class nor a move to appease the political parties, but rather 
a means of accumulating specie in order to restore the value of paper money. 

Although the chapters are part of a unified study, each could stand as a 
separate study of an aspect of industrialization. This weakens a sustained argument 
but, in this case, has produced a rounded analysis. Clearly written and closely 
reasoned, this monograph requires and deserves careful reading. The thesis that 
the peasant-samurai alliance provides the key to understanding both the Meiji 
revolution and the government’s industrialization policy is, as the author admits, 
based on insufficient data. Nevertheless, by suggesting the relation between political 
and economic changes, the author has made a sound contribution to an under- 
standing of Japan’s successful industrialization. 

Rocrer F. Hackett, Northwestern University 











POPULATION AND LABOR 


Earnings of Cotton Mill Operatives, 1825-1914. By Robert G. Layer. (Publication 
of the Committee on Research in Economic History, Inc.) Cambridge, Massa- 
chusetts: Harvard University Press, 1955. Pp. ix, 71. $2.75. 


“Essentially an investigation of average daily earnings per worker in the 
northern New England textile mills,” thus Arthur H. Cole summarizes Robert 
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G. Layer’s book in his introduction (p. vii). Yet many other statistics are presented, 
and especially interesting are the figures on output which the author is able to 
offer for the years from 1825 to 1860. While further research and analysis await 
additional time and funds, the Committee on Economic Research decided that 
his valuable computations and suggestions should be made available immediately. 

A time-series consisting of an average of daily earnings month by month for 
the ninety-year period is the most detailed of the series included. Layer has also 
provided, on a semi-annual basis, averages of hourly earnings and indices of 
average daily earnings, average hourly earnings, total days worked, and, for a 
limited period (1832 to 1860), output per worker. For the indices he used the 
average of the years 1844-1846 as the base. In addition to presenting average 
annual earnings per full-time worker and an index of average real earnings, he 
has related the gains of cotton mill employees to those of all workers. 

The author begins with an explanation of his methods which is clear except 
for some loose usage of the word “index.” From the records of more than two 
dozen companies available in the Baker Library of the Harvard Graduate School 
of Business Administration, he selected those of seven northern New England 
concerns which were broadly homogeneous in their operations and representative 
of a large segment of the cotton textile industry. Since these companies usually 
operated several mills, he chose one plant of each company as representative, after 
a sample had indicated that such a conclusion was valid. Within the mill he 
limited his attention to the employees in the carding, spinning, dressing, and 
weaving departments. To obtain the average monthly earnings he divided the 
total sums paid to these workers by the total number of man-days worked. 

Although Layer disclaimed the intention of making a detailed analysis in this 
work, in three areas—output, length of working day, and real earnings—he has 
discussed his findings at some length. First from his study of output per worker 
he discovered an inverse relationship between levels of employment on the one 
hand and output per worker and average earnings on the other. This indica- 
tion of quality variations or differences in productivity among operatives was 
especially noticeable when employment was first cut back during a depression. 
For a short time at least average output and average earnings increased. Later, 
following a wage cut, earnings dropped. 

A second major conclusion resulted from a close analysis of the trends in 
earnings before and after a reduction in the hours worked per day. Since the 
average hours worked per day dropped by 26.8 per cent during the ninety-year 
period, it was a matter of some significance that, although average daily earnings 
might decline for a short period following the institution of a shorter day, they 
very quickly recovered their former level. 

Finally the author made three observations in connection with real earnings. 
He noted that except for three major dips before 1865, real earnings increased 
over the entire period. As a second characteristic he pointed out the relatively 
stable level of real earnings after 1892. Lastly, as a word of caution, he called 
attention to the fact that due to the changes in the type of worker receiving the 
earnings an increase in real earnings was not necessarily reflected in the standard 
of living. 

These are not all of Mr. Layer’s suggestions and from the data the reader can 
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draw still other ideas according to his interests. A study of this sort which is 
frankly based on the earnings of a hypothetical full-time employee cannot answer 
questions of the level of well-being of the totality of cotton mill workers in these 
years. This the author does not pretend to do. Within the limits of his project, 
by his arduous work he has furnished valuable material and made stimulating 
suggestions for the economic historian. 

Nancy P. Norton, Wheaton College, Massachusetts 









The Rise of the Labor Movement in Los Angeles. By Grace Heilman Stimson. 
Berkeley and Los Angeles: University of California Press, 1955. Pp. xvi, 529. 
$6.00. 










This volume tells in considerable detail the history of the labor movement in 
Los Angeles from the founding of the Typographical Union in 1875 to the 
bombing of the Los Angeles Times in 1910 and the victory of the “open shop.” 
The first half of the book covers the quarter century ending in 1900, a period 
which “disclosed no substantial achievements of lasting value, no remarkable 
ability to overcome obstacles.” In addition to the difficulties faced by the national 
labor movement, by economic depressions, futile adventures into politics, and 
much internal friction, Los Angeles labor had its own particular problems. 
Although the city itself was growing rapidly, its population by 1900 was but 
slightly over 100,000. Its location on a far fringe of national development created 
a physical and psychological isolation that separated it from the main trends, even 
from the much stronger union movement in San Francisco. Although the city 
grew rapidly, industry developed slowly, and the type of its population gave but 
slight impetus to the organization of labor. Above all was the strong open shop 
sentiment, led by Harrison Gray Otis, owner of the Times, and by Henry E. 
Huntington, as well as by the local Merchants’ and Manufacturers’ Association 
(after 1900), the Chamber of Commerce, and the National Association of 
Manufacturers. 

As in other sections of the country, organized labor in Los Angeles grew 
rapidly from 1900 to 1904, only to be halted by a revival of employer opposition 
in an effort to preserve what they euphemistically called “industrial freedom.” 
Los Angeles, the city of the angels, they believed, must be saved from the open 
shop. Nothing helped them more than the bombing of the Times in 1910, a 
crime of which local labor was innocent. After 1900 the Los Angeles labor 
movement was no longer isolated, but it was unable to make headway against 
the array of wealth and influence which opposed it. 

Like other types of history, that of the labor movement cannot be thoroughly 
understood without numerous studies of specific areas and cities. Nor can it be 
understood without a detailed story of the years of effort to improve working 
conditions which today seem incredible, of the defeats and even victories, of the 
methods by which the struggle was carried on, and the dedication and sacrifices 
of many leaders now virtually forgotten. This particular job has been well done. 
It is accurate, cool, objective, and free from bias. Some may feel that too much 
space has been given to the first twenty years when the city was small and the 
movement weak and faltering, but the period has its value. Grace Stimson makes 
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clear the relationship between the local situation and national developments— 
economic, political and labor—as well as the particular local problems which 
made Los Angeles unique. 

The author was lucky in having a story which reached a climax in the last 
decade covered by the book. The increasing tension between labor and its enemies 
and the momentum developed in the last two hundred pages make it difficult to 
lay the book down. Fortunately, the bombing of the Times did not end the 
story; either Grace Stimson or someone else must bring it down to date. 

Harotp U. Faurxner, Smith College 





Scientific Management and the Unions, 1900-1932: A Historical Analysis. By 
Milton J. Nadworny. (Publication of the Research Center in Entrepreneurial 
History, Harvard University.) Cambridge, Mass.: Harvard University Press, 


1955. Pp. vii, 187. $3.75. 


This volume is of particular interest at the present time when the trade unions 
are expressing apprehension concerning the effects of automation on the volume, 
content, and stability of the jobs held by their members. Mr. Nadworny has traced 
the evolution of the attitude of the unions, especially the A. F. of L. affiliates, 
toward the principles and practices of scientific management as developed first 
by Frederick W. Taylor in the 18g0’s and later adapted and revised by such men 
as Robert Valentine and Morris L. Cooke. The corresponding shift in attitudes 
of the practitioners of scientific management with respect to the role of the unions 
is presented also. Both groups moved in the direction of accommodating themselves 
to each other, the unions finding it necessary and advantageous to concern 
themselves with problems of productivity as a sound basis for seeking improve- 
ments in wage standards; the scientific managers, or a significant number of 
their spokesmen, began to discover that consent on the part of affected employees 
was a vital factor in the successful operation of their systems. Thus many union 
leaders became conversant with management problems of cost, and the science 
of management introduced certain “humanizing” techniques. 

The author divides the period covered (1900-1932) into two distinct parts. 
The first of these, ending in 1920, was marked by aggressive hostility on both 
sides. The second, from 1920 to 1932, was a period in which the earlier sharpness 
of attitudes underwent significant readjustments. In the formative days, Taylor 
and his followers took the position that there was a definite science to be applied 
to the organization of industrial production, the role of the workman being solely 
that of following orders dictated from above. Any interference or restriction 
relating to the job process ran counter to the science and was therefore intolerable. 
This concept cut at the core of job control unionism, the cornerstone of American 
labor organization. Confronted by what they considered a threat to their existence, 
the trade unionists declared war on the scientific managers, centering their attack 
on stop-watch methods and bonus systems of payment rather than on the broad 
challenge of the system as a whole to the general functions of unions. Congressional 
inquiries into the system, especially as applied in federal arsenals, and an extensive 
investigation by Professor Hoxie for the United States Commission on Industrial 
Relations indicate the degree of pressure exerted. Anti-stop-watch legislation apply- 
ing to federal installations was enacted by Congress and was not formally rescinded 
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until 1949. During this early period Louis D. Brandeis, who became interested 
in his connection with the Eastern Rate Case, attempted to mitigate the sharpness 
of the conflict by emphasizing the essential nature of consent in democratically 
administered relations in industry. He won few supporters on either side. 

However, around 1920 a change in attitudes began to emerge. Experiences 
during World War I had brought the two groups together in working rela- 
tionships which failed to bring the expected disasters. Many management 
engineers revised their former attitude toward the unions, and while the union 
leaders continued to be critical of “stop-watching,” they took a more tolerant 
attitude when they were given an opportunity for consultation. There followed 
a period of considerable enthusiasm for a variety of schemes for union-manage- 
ment co-operation, some of which were marked by cordial relations until they 
were slowed down or obliterated by the depressed conditions in the early 1930’s. 

The author concludes that both scientific managers and trade unionists gained 
much from these experiences in spite of the mutual hostility which prevailed 
for a considerable period. He finds that each was influenced by the other, the 
unionists gaining insight into management know-how and the managers moving 
in the direction of introducing humanizing elements in their approach to pro- 
duction techniques. The combined results, he believes, have made valuable 
contributions to the subsequent developments in American industry. He points 
out, however, that the gradual recognition of the role of the union was a point 
of view of the engineers and was not at the time an accepted position on the 
part of management in general. He suggests also that the “human relations” 
movement developed in the later period had some of its roots in scientific man- 
agement but evolved separately. 

The work is a valuable contribution to the literature on the subject. While 
much has been written about scientific management and the unions, no careful 
examination of this type has been done previously. The author has made ex- 
tensive use of the Taylor Collection, the letters of Samuel Gompers, and other 
sources which have yielded long-neglected communications, speeches, and docu- 
ments. There is a considerable amount of detail but the material is pre- 
sented in an interesting style. Historians as well as students of labor relations 
and practitioners in the field should find the book useful and informative. 

Lots MacDonatp, New York University 


PRICES 


Minimum Price Fixing in the Bituminous Coal Industry. By Waldo E. Fisher 
and Charles M. James. (Report of the National Bureau of Economic Research, 
New York in co-operation with the Industrial Research Department, Wharton 
Schoo] of Finance and Commerce, Philadelphia.) Princeton University Press, 
Princeton, 1955. Pp. xxxi, 523. $10.00. 


This book is both an encyclopedic review of the operation of the Bituminous 
Coal Act of 1937 (sometimes called the Second Guffey Coal Act) and also an 
effort at appraisal of the effectiveness of minimum price regulation. In the first 
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of these efforts the volume is without a peer. There is no other peacetime federal 
legislation in the United States that has attempted such careful regulation of 
industrial prices, and there is no other study that has photographed the record 
of this performance so microscopically. 

The detailed picture of the Act itself is preceded by two chapters that sum- 
marize the character of the commercial coal market before the efforts at 
government control. The description of the Act is followed by six chapters 
that examine the administration of the measure with care. 

For an understanding of the Second Guffey Act, chronology is extremely 
important, and the authors show an appreciation of this by an early presentation 
of the historical panoramic view. Thus a neat chart (p. 51) gives the critical 
dates of the entire story. It reveals that one can skip over the early abortive 
efforts at rapid action and observe that, although the Act was passed in 1937, 
it was three years before any “effective” minimum prices were announced by 
the Bituminous Coal Division which administered the law. The Act was first 
extended for a period of two years, and further short extensions established the 
final expiration date in October 1943. 

Chapter V gives the important “geographical classifications” which were set 
up for the purpose of establishing area minimum prices and which continued 
as working tools in the industry even after the expiration of the Act. But this 
excellent account of the geographical classification is only one of the strong 
points of the book as a reference volume. The long chapter dealing with “Devel- 
opment of Proposed Minimum Prices” is more than a historical account of 
administrative procedures developed under the Act; it is also a useful com- 
pendium of the industrial practices of separating bituminous coals into their 
many different uses, chemical properties, and size groups. Only against the 
background of this taxonomical job is it possible to understand the enormous 
administrative job of “Development of Coordinated Minimum Prices” (Chap- 
ter VIII, pp. 177-281.) 

The “Postscript” (Chapter XI), a concise review of “recent developments 
in the bituminous coal industry,” is out of phase with the rest of the book. The 
essential portion of the analysis is found in the “Appraisal” (Chapter X). It 
seems appropriate to call attention to the awareness of the authors to “numerous 
shortcomings” and their modest recognition of limited “competence in theoretical 
economics, particularly in the theory of prices” (Preface p. xv). It is hardly to 
be expected that the complex materials presented so carefully in the first nine 
chapters will yield a pattern of obvious conclusions. Elaborate findings are 
likely to be capable of several different interpretations and the “appraisal” there- 
fore needs to be read with discrimination. 

To avoid more than the minimum risk of inaccurate representation by 
extraction from context, two full paragraphs are presented here: 

“How may we summarize this analysis of the impact of established minimum 
prices upon the factors and conditions affecting both capacity to produce and 
the demand for bituminous coal? 

“Our findings lead us to conclude that minimum price fixing may be a factor 
in discouraging prolonged strikes, particularly those growing out of price 
cutting, and to the extent that it did it would be a force working for less over- 





264 Reviews of Books 





development. This tendency, however, would most likely be offset many times 
by the adverse influence of minimum prices on (1) the retention of high- 
cost mines, (2) the opening up of new marginal mines, and (3) increased 
mechanization and better mine management” (p. 423). 

What was the actual evidence on these matters growing out of the administra- 
tion of the Guffey Act? 

Minimum prices under the Act were first established in the fall of 1940 and 
continued in effect for three years. The “no strike” understanding of the war 
period was observed strictly in 1942 and time losses were not large. However, 
in 1941 and also in 1943 man-day losses from labor disputes were substantial. 
In fact, with the exception of two earlier years, time losses for 1941 and 1943 
were larger than for any single year for which the records of man-day losses 
are available. It is therefore impossible statistically to maintain the view that 
“minimum pricing may be a factor in discouraging prolonged strikes” unless 
refuge is taken behind the expression “particularly those growing out of price 
cutting.” However, this refuge is insecure since it leads immediately to the 
question, how “prolonged” may a strike be which “grows out of price cutting”? 
If there is real price cutting, what is the showing that this will cause “over- 
development”? 

These issues need not be pressed, for the quoted paragraph also suggests 
“the adverse influence” and shifts attention to the question, will minimum 
pricing facilitate “the retention of high-cost mines,” or “the opening up of 
new marginal mines”? 

The record of the Guffey Act experiment showed a very slight calculated 
shrinkage in output per man-day in 1942 (5.12 compared with 5.20 tons in 
1941) and a small increase in the number of operating mines (6,972 compared 
with 6,822); but this was followed in 1943 by an increase in productive output 
above that of any other preceding year (5.38 tons per man-day) and a decrease 
in the number of mines down to 6,620. The Bureau of Mines figures, cited 
by the authors (p. 445), show that the calculated margin of excess capacity for 
the industry fell every year throughout all the period. This crude record of 
the years of the Guffey Act, therefore, does not support the opinion that min- 
imum pricing necessarily perpetuates high-cost mines and increases the number 
of marginal mines. Before rejecting that possibility, however, the way must be 
opened for further inquiry on the following items: 

1. Would still more detailed materials furnish evidence which cannot be 

seen from the crude record? 

2. Even if minimum pricing under the Guffey Act did not maintain high- 
cost mines or encourage the opening of others at the margin, is it reasonable 
to suppose that some other forms of minimum pricing might do so? 

3. Finally, were there “other factors” at work during the period of 1940-1943 
which might neutralize the effects of minimum pricing? 

The answer to the first of these items is, “Perhaps”; to the second, “Yes”; and 
to the third, “Certainly.” For present purposes it seems only necessary on the first 
item to say that more detailed materials on this point are not presented in this 
volume. The second point calls for the observation that the authors themselves 
write: “An appraisal of the many objectives and measures of achieving stability 
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in the bituminous coal industry, absorbing as that may be, does not fall within 
the task undertaken by those responsible for this study. They have set as their 
primary task the analysis and appraisal of the minimum price fixing experiment 
conducted under the Bituminous Coal Act of 1937” (p. 315). Hence it seems 
impossible on the second point to interpret the “appraisal” as being directed at 
a hypothetical form of minimum pricing which never did take place. 

The key to the enigma lies in the third point and the need for a more com- 
plete integration of “the other factors” into the analysis of the “minimum 
pricing experiment.” This defect is especially disturbing since the authors do 
see these external elements which never get fully incorporated into the argument. 
Thus, there is the significant observation that “The period in which minimum 
price schedules were in effect was very short. Moreover, prices higher than the 
minimum prevailed throughout much of this period” (p. 407). Such state- 
ments, (with other direct evidence) reveal that industrial production, and 
concomitantly the demand for fuel, rose continuously during the three years 
while minimum pricing was being applied. Concurrent increases in labor and 
supply costs were offset in part by improved mechanization. More generally and 
automatically, however, they were offset by the increased number of tipple- 
starts per month in nearly all mines. (For elegant illustrations of the significance 
of this point see pp. 361-63.) The cost increases which took place in spite of 
these offsets were easily borne because of the more than comparable advances 
in consumer demand schedules which raised realization prices at the mines. It 
was not price fixing which promoted “increased mechanization and _ better 
management”; rather it was the growing twins of labor cost and labor shortage 
combined with widening profit margins. 

As seen by this reviewer, therefore, the lessons of the Guffey experiment 
acquire a different emphasis than appears in Minimum Price Fixing in the 
Bituminous Coal Industry. Rather than breeding economic disaster through 
the encouragement of overproduction, the cumbersome machinery of minimum 
price fixing seems to function smoothly only under special circumstances when 
outside forces have eliminated the original motivation for its existence. Thus, 
even with schedules set so low as to fail to cover recorded costs (p. 323) for all 
mines, the temptation for price cutting was strong (pp. 283-85), the escapes 
numerous (p. 344) and widespread in the early months. These evasions did 
not disappear because of vigorous enforcement, but rather because increasing 
industrial demand obliterated the significance of the minimum price schedules 
(pp. 296 and 394). Enforcement against the violations by sellers becomes easy 
only when it is irrelevant. 

All this suggests that the minimum price fixing which is to encourage a real 
expansion of excess capacity must involve schedules well above existing marginal 
unit costs if indeed these can be determined. If black markets are to be avoided 
the penalties for evasion must be very severe, the enforcement machinery must 
be much more elaborate than that of 1937 and must effectively control buyers 
as well as sellers. The complete structure of such machinery would probably 
involve producer quotas and consumer rationing at great administrative expense. 
One is led to wonder why a structure so elaborate could not also be made 
effective enough to cope with the task of productive capacity control as well. 
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This would, of course, dispose of the argument that minimum price fixing 
brings excess capacity, but it would sharply reveal the critical unanswered ques- 
tion as to whether such regimentation is worth the social cost. 

C. L. Curistenson, Indiana University 





Les prix a Lwow (XVI*-XVII° siécles). By St. Hoszowski. Translated from the 
Polish. (Ecole Pratique des Hautes Etudes—VI° Section. Centre de Recherches 
Historiques.) Paris: S.E.V.P.E.N., 1954. Pp. 232. 


This study, which appeared originally in 1928, was the first of several price 
histories of Polish cities done under the guidance of Professor Fr. Bujak of 
Lwow (Lemberg), and set the pattern in both method and presentation for 
the subsequent monographs in the series.! Its translation into French is a major 
addition to the all too slim list of works in Western tongues dealing with Polish 
economic history. 

The series Hoszowski presents are the arithmetic means of retail prices ex- 
pressed in terms of money of constant value. This required detailed analysis of 
the changes in money value during the sixteenth and seventeenth centuries. 
Hoszowski’s discussion of these fluctuations and the table he prepared showing 
the value of money each year from 1501 through 1700 (pp. 88-89) are of much 
interest and importance. Similarly, his section converting contemporary weights 
and measures into metric units should prove of much use. 

The course of prices in Lwow (and in other Polish cities for which studies 
are available) was much like that of western Europe, especially during the 
sixteenth century. In the first half of that century there was a slow price rise, 
and after the middle of the century a much more rapid increase. Prices con- 
tinued to rise in the first years of the next century, then fell back until the 
1630's when they rocketed once again, the peak being reached in the 1650's. 
In the latter part of the century there was a falling back of the price level. The 
increase through the two centuries was most pronounced by far in grain. The 
prices of other foodstuffs, and notably meat, rose much less sharply. Butter 
prices, available only for the seventeenth century, declined during most of this 
century. Hoszowski did not attempt to explain these differences in price move- 
ments. A similar pattern is found in the price histories of other places during 
this era. Possibly, the explanation for this phenomenon is that meat and butter 
were semi-luxury items for most consumers who could afford to buy them 
only when the price of grain (for which the demand was inelastic) stayed down. 

The rise in the price of cloth and wearing apparel, building materials, fuel, 
and metal goods was considerably less than that for most foodstuffs. Some of 
these commodities remained nearly stationary in price for much of the period, 
and others declined. This relationship between the prices of foodstuffs and man- 
ufactured goods was paralleled in price histories of other places. Typical, too, 
of the general European experience (so far as it is available) was the lagging 
of wages in Lwow. Hoszowski’s data show that real wages fell in the first half 

1. A tabular recapitulation of some of the findings of these volumes is given in W. Maas, 


“Zur Geschichte der Preise in Polen, Oesterreich und Oberdeutschland,” Vierteljahrschrift fiir 
Sozial- und Wirtschaftsgeschichte, XXX1 (1938), p. 363. 
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of the sixteenth century by a third, but remained fairly stable in the second half. 
In the next century they declined steadily so that by about 1700, they were a 
third of what they had been in 1521-1525 (the base period). 

Hoszowski attributed the price rise in Lwow to the impact of American 
precious metals which entered Poland through trade with western Europe. 
In addition, such local and national factors as wars, invasions, famines, plagues, 
fires (Lwow was built of wood), and national monetary crises, pushed up prices. 
He makes no attempt to investigate the possible influence of population changes 
save in his discussion of the decline in real wages which he attributes in part 
to an increased labor supply produced by population growth. The divergence in 
prices at Lwow between foodstuffs and manufactured goods, however, conforms 
to the analysis of those historians who relate price movements to population 
changes. The greater demand resulting from an increase in population would 
tend to produce the largest price rises in those commodities for which an expan- 
sion in production was most subject to diminishing returns, that is, agricultural 
goods. 





Jerome Bium, Princeton University 


SOCIAL HISTORY 


A History of the Freedmen’s Bureau. By George R. Bentley. Philadelphia: Uni- 
versity of Pennsylvania Press, 1955. Pp. 298. $5.00. 


“Has the Government any moral right to free the slave,” a group of Northern 
philanthropists asked President Lincoln, “without seeing to it that ... the 
best within its power is done to keep the freedman . . . from feeling that his 
liberty is a burden, his life a curse . . . ?” The creation of a Bureau of Refugees, 
Freedmen, and Abandoned Lands, designed to “help the Negroes make the 
difficult transition from slavery to freedom,” was the administration’s answer. 
Backed by humanitarians, by businessmen who “hoped the bureau would help 
them make money in the South,” and by Republican politicians who “had their 
own additional motive for supporting it: their continuance in office and the 
increase of their political power,” the Freedmen’s Bureau began under uncertain 
auspices and with ambivalent purposes. 

The Bureau, which was the basic federal agency in establishing a new social 
and economic order in the South, has received surprisingly little attention from 
historians. The only full-length study has been Paul S. Peirce’s factually reliable 
but thin monograph, published in 1904, and there has been a real need for a 
thorough reappraisal of this important Bureau. Now George R. Bentley’s 
A History of the Freedmen’s Bureau, which exploits the vast manuscript records 
deposited in the National Archives and synthesizes the best scholarly work on 
the postwar years, precisely meets that need. Concise, accurate, and informative, 
this is a useful addition to the small shelf of indispensable books on the Recon- 
struction period. 

The Freedmen’s Bureau was a controversial agency, constantly embroiled in 
disputes, but Mr. Bentley has managed to write a coolly dispassionate survey of 
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its activities. Analyzing the Bureau’s work in finding the Negroes employment, 
in giving them education, in guarding their civil liberties, and in promoting 
their political aspirations, he concludes that the organization never squarely 
faced the fundamental issue: “What should be the objective of this work with 
the Negro—to use him, or to help him, or to do some of both?” As a result, 
the record of the Bureau is a mixed one. By 1872, when it was discontinued, 
it “had provided desperately needed relief to destitute freedmen; then it had 
helped them begin to earn their livings in a free-labor system. It had protected 
the Negroes at least temporarily from re-enslavement in the form of peonage; 
it had been the most important agency in establishing schools and colleges 
for young colored people; and it had frequently enforced Negroes’ civil rights.” 
On the other hand, the Bureau, by “pushing the Negro into politics in the 
first years of his freedom,” had “probably seriously hurt him by increasing the 
race prejudice of southern white people.” 

One may profit from Mr. Bentley’s careful account of the Freedmen’s Bureau 
without necessarily accepting all his conclusions. From his own evidence it is 
clear that “the politicians representing the people of (the Negro’s) home land” 
—as Mr. Bentley euphemistically terms the Southern Democratic leaders—had 
not the slightest intention of distributing equal justice to the Negro. If the 
Freedmen’s Bureau “became a Republican agent,” it was not so much because 
Radicals conspired to subvert its purposes as because the Negro could secure 
his basic civil liberties only through political action. Accurately to evaluate the 
Bureau’s work we need detailed studies of its actual operations in each state 
and county of the former Confederacy. Mr. Bentley’s study, concentrating 





chiefly upon the Washington headquarters and the top-level administrative 
personnel, is an admirable beginning, which should stimulate further research 
in this little-explored field. 


Daviw Donato, Columbia University 


Billy Sunday Was His Real Name. By William G. McLoughlin, Jr. Chicago: 
University of Chicago Press, 1955. Pp. xxx, 325. $5.50. 


The catchy title of this readable volume belies its solid contribution to an 
understanding of the economics as well as the tactics of urban revivalism in 
the first two decades of the twentieth century. The book is less a biography of 
Billy Sunday than an exposition of the techniques, accomplishments, and social 
implications of big-city evangelism in a period in which the “saving of souls” 
was conducted according to the practices of large-scale business enterprise. 

There are, to be sure, the outlines of Sunday’s meteoric career: his Iowa 
boyhood, born of a family descended from German “Sonntags”; his eight-year 
employment in professional baseball; his conversion in 1886 and subsequent 
service as “advance man” for J. Wilbur Chapman, a professional evangelist in 
the Moody tradition; his period of preparation, from 1896 to 1906, as a small- 
town revivalist in the Middle West; his peak years, from 1906 to 1918, in the 
“major league of the big cities”; and the anticlimactic aftermath when, expressing 
the fundamentalist reactionism of the postwar twenties, he lacked the appeal 
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that his dynamic “progressive orthodoxy” had given him in an era attuned 
to reform. 

Despite this biographical framework, the author’s emphasis is more upon 
the evangelist’s career and the implications of its success or failure than upon 
the man himself. Sunday’s reputation for successful performance was in a 
large measure the secret of his appeal. At a time when the number of Protestant 
communicants was actually declining in many major cities of the United States, 
he appeared to be an “efficiency expert” who could induce an increase in church 
membership and a revival of interest in an institution palpably affected by the 
distractions and dislocations of urban life. The major contribution of the book 
is its detailed delineation of the ingredients of Sunday’s success: the organiza- 
tional techniques connected with the planning, advance promotion, and ad- 
ministration of the big-city revival, and the many devices (special appeals, 
popular idiom, and acrobatic behavior) used by the evangelist to “get results.” 
For example, 50,000 persons were actively engaged in promoting the New York 
City revival in 1917. Expenses exceeded $200,000; and in the course of the 
71-day campaign 98,264 persons “hit the trail.” This, as the Boston Watchman- 
Examiner pointed out, was indeed “Big Business for the Lord.” 

Mr. McLoughlin is skeptical as to whether Sunday’s revivals actually paid 
the “dividends” he promised. Though they resulted in a momentary stimulus 
to church membership, the ensuing slump was such, in many places, that over 
a ten-year period total growth was “about the same as it would have been had 
there been no revival at all.” He supplies considerable evidence to suggest the 
possibility that Sunday’s revivals were sometimes encouraged as a means of 
distracting popular attention from industrial strife, as in the case of the strike 
against the Colorado Fuel and Iron Company in 1913-1914. He obviously 
believes that if Sunday had any consistent theology it was too conservative and 
equivocal to meet the realities of the society of his time. 

The economic historian will look in vain for answers to the interesting ques- 
tion of the relation between economic depressions and revivalism, and the urban 
historian could ask for more differentiation of individual cities in their re- 
sponses to Sunday’s evangelism. Both may question the extent to which the 
author has made Sunday a symbol of his age, but they will nevertheless agree 
that his book is a well-documented, useful, and forthright commentary on 
American society in the first quarter of the twentieth century. 

Bayrp Stitt, New York University 





The Genesis of Modern British Town Planning: A Study in Economic and 
Social History of the Nineteenth and Twentieth Centuries. By William Ash- 
worth. London: Routledge & Kegan Paul, 1954. Pp. 259, 215. 


Ashworth’s book, despite the subtitle, is essentially a contribution to admin- 
istrative history, treating the relation of governmental institutions and policies 
to the problems of town growth. This “institutional” approach is salutary: it 
shows that British town planning is not the product of rationalistic social theory 
(except perhaps in some phases of its content) but stems from a century-long 
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effort to cope with the practical problems of life and work in industrial cities. 

It was in manufacturing centers that local authorities were first confronted 
with vast increases in continuous built-up areas and in the working population. 
Though amelioration was sought in local improvement acts before 1800, modern 
planning does not derive directly from this early experience, nor from the minor 
Victorian tradition of “romantic town production, observant of amenity and 
catering for affluence” (Bournemouth). Ashworth traces the emergence of 
the planning movement to the reports of parliamentary committees and Royal 
Commissions after 1830 and to the suggestions of engineers and surveyors. 
Reformers claimed that existing conditions in the towns brought grave economic 
loss (epidemics); popular lawlessness was held to threaten “the safety of prop- 
erty and the security of the rich.” Such revelations led to public health measures 
and to voluntary organization on behalf of the poor, yet surveys around 1870 
disclosed much the same unwanted characteristics of urban life as had existed 
three decades before. Some control of new building followed the Public Health 
Act of 1875, but older central areas were neglected owing to complicated pro- 
visions for the assessment of compensation. Many local authorities, however, 
did come to recognize the complementary nature of certain reforms in health, 
housing, and the provision of “open spaces,” though they were unable to 
develop institutions or techniques “to effect them jointly.” 

Ashworth suggests that the long tradition of model towns—from Marple 
and New Lanark to Bourneville and Port Sunlight—did no more than advertise 
a need for “balanced” communities. It was the increasing separation of places 
of work and residence, following the spread of people and industry to suburbs, 
which compelled a more discriminate use of time and space in the routines 
of urban existence. Demands for amenity and convenience were added to those 
for better health, housing, and transport; alarm at the physical state of Boer 
War recruits and fear of German economic competition revived public dis- 
cussion. But the Town Planning Act of 1909, which allowed optional control 
over new development, still left relations among the several aspects of planning 
to be discovered empirically—or not at all. Thus, the first national planning 
conference of 1910 envisaged some zoning of land use along functional lines 
and invited co-operation from surveyors, engineers, valuers, and social scientists, 
but left the reconciliation of their diverse viewpoints entirely to architects. As 
late as 1914, town planning meant little more than “suburban lay-out along 
garden-city lines.” 

Patrick Geddes now turned the attention of planners to the whole range of 
life and activity in towns. Nevertheless, it was experience with existing ma- 
chinery rather than Geddes’ logic which, according to Ashworth, won support 
for a comprehensive approach. In the twenties planners became involved in 
the controlled decentralization of population and industry, while, in the de- 
pression years, economic and defense considerations led to demands for the 
more careful allocation of land among competing uses over wide areas. Planning 
was seen less exclusively in terms of health, amenity, or visual appearance and 
more in terms of changing social and economic needs. The Act of 1932 reflected 
an awareness of the newer conceptions but only after the upheavals of war 
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(1947), did statutory provision finally embrace town and country planning 
on the basis of regional master plans into which local schemes are fitted. 

The setting of this subject in an historical milieu provides a valuable cor- 
rective to the writings of the social philosophers and esthetes who have dom- 
inated the field. Nevertheless, the author has not altogether fulfilled the promise 
of his subtitle: “4 Study in Economic and Social History.” Thus, he throws 
no light on the connection between urban and economic development; nor 
does his account of economic life in cities show just how the planners have 
erred in their treatment of economic activities. Did the planning principle of 
“low density,” for example, ignore potential external economies from local 
concentration? Were there trends in the occupational structure of the urban 
labor force of concern to planners, e.g., the rise of tertiary employments? Did 
the “economic base” concept influence the work of British planners? Again, 
Ashworth says little about the social structure of cities. Was the acceptance of 
planning, perhaps, connected with the changing status of large segments of 
town population? Did the creation of new institutions of control involve a 
struggle to wrest existing ones from entrenched interests? Some of these short- 
comings may stem from the fact that the sources are mostly official documents, 
technical pamphlets, and professional studies. Newspapers and reports of labor, 
business, and civic groups are for the most part neglected; one wonders how 
it is possible to gauge public opinion on the subject without recourse to such 
materials. At all events, England now joins France in having a good history 
of town planning. To date we have nothing comparable for the United States. 

Ertc E. Lamparp, Smith College 
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